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Mr. Chairman: Gentlemen. I say that because, as you know, 
there are no women on this committee--as John Williams’ says, 
unfortunately. However, we do have some delightful people from the 
Hansard office and other places who profess to that gender. 


We had expected to have Mr. Wells Bentley here this morning 
to start us off with a more in-depth approach to the Canada pension 
plan. Unfortunately, he has called in’‘itoy say he is incapacitated 
today, not a carryover from the New Year's celebration, but 
apparently genuinely ill. He is hopeful he will be sufficiently 
recovered to join us tomorrow. . 


In the meantime, we have some substitutions. In jest I 
referred to the gender of the committee. Rick Jennings, who has 
Wel tewiseetomgoinsithes Minrstryetofe Bnergy,.<has; gone »on ito sgreater 
things. Following in his footsteps we have Dr. James O'Mara from 
the library service here whom I would like to introduce to the 
committee. 


ACM MyereSuggqestion;,s»Dr >. O! Maras-hase been: +good » enoughs..to,. put 
together a small paper, which has now been distributed, and you 
will see the items outstanding. I thought we might review that 
document so that we can determine the issues, our approach and our 
Scheduling 7eandonderneto acomplete, our ‘task, welvahopesarbyenext bmonth. 
Pepihatwyas toooptimistic, .then d..am «ure. you waill,.let.us. know,.,.I 
think, generally speaking, the time has come for action and if we 
axepsuritmcrentily, prepared: to ct, «then I«-think wes should) do.yso..I 
would like to see the final report tabled in the Legislature when 
it resumes in March. 


Mr. Williams: Mr. Chairman, just before you proceed 
further gpwithy Dry i'Mara’s:ssummary, cas. theresa :any)- update; on» the 
Status of the exhibits that were outstanding from last session? I 
know there were a number of exhibits that were yet to be made 
avalilablerto-us-=from exhibit-105 on, ’Graham;, as: Ii-recall. 


Mr. Chairman: There is a fresh volume four-- 


Mr. Williams: I see some of them are in the booklet. I am 
not sure they are all here. 


Mr. Cnairman: You should have volume four in front of you 
with the exhibits in there. If there are any deficiencies, if you 
would be good enough to point them out, we will see that-- 


Mr. Williams: I see there is an updated summary of the 
ba brarypecexnibits coming forward. What about the tentative 
deputations that will be coming before the committee, Mr. Chairman? 
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Could we have an updatevionwtbem?e is his bist as current nOWeace ic 
was wnen it was distributed to us just before the Christmas recess? 


Mr. Chalrman: 9h) eink ~ there “has ‘been Some updatingwor 


that agenda. You should nave the firm agenda in front of you. You 
will notice-- 


Mr. «Willams: Mihesemeaates Vand utimes shave been: conbimmed 
with all these parties so that-- 


Mr. «ChailrmansigrOnm Tuesday ;, Tanuary ¥-l2, us we | Starts .waen 
delegations. Weare’ hearing two»in the morning: and two in the 
afternoon. We should be able to complete those in January. 


Mr. Williams: Mr. Chairman, there were one Or two 
occasions last session when I think the written briefs in support 
of the deputations were made available to us only that day. It is 
difficult to try to read through the briefs as we are listening to 
them. I presume every effort is being made to get the briefs in at 
least a day or two ahead of the actual hearing date. 


Mr. Chairman: We are trying to. AS you know, we have been 
Somewhat impatient as a committee to complete our task, so we have 
not given an awful lot of time to prepare to the persons who have 
indicated an anxiety to appear. That is probably more appropriate 
to those we met last year. Those we will be meeting with this month 
have now had an opportunity to prepare themselves much better. I am 
Sure briefs in written form will be distributed to the members in 
advance. 


Mr. Williams: There Mares stila quitepiiaariew« cosas cone, 
according to the agenda. 


Mr. Cnairman: Yes. The clerk tells me he is doing 
everything he can to encourage the delegations to submit briefs 
sufficiently well in advance so that we can have copies made and 
distributed to the members. 


LORZ0F a <M. 


Were (there -any.,<other questions’ beforesd iqec.-on.to a. letters 1 
want to read to you? I have mentioned the Canada pension plan. I 
received a letter’ dated December 22--it came in yesterday--but that 
1S not an indictment of Canada Post. It jeetrom the office of “the 
Minister of National Health and Welfare. I may say I had asked the 
Glerk to contact? Ottawa. I hada written vageretter to the minister, 
Monique Bégin, to see if she or her officials would be prepared to 
meet with us in view of what I perceive to be a benevolent feeling 
of tnat minister towards some upgrading or enrichment of the Canada 
pension plan. That is my perception of what I read-- 


Mr. McClellan: That is what you keep saying. 


Mr. Chairman: That is something you may have perceived as 
well. 


A lot of work has been done on studies and technical reports 
and so on. I expect if one were to enrich the Canada pension plan, 
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one would have to consider a number of ramifications. Cost is one, 
not just cost to the employee and the employer but what the impact 
of that might be on the economy and whatever the spinoff might be. 
I thought the committee might be interested in engaging the federal 
people in some dialogue in regard to their proposals, because I am 
Sure if tnere have been utterances of support for an enriched 
Canada pension plan, there must have been a great deal of thinking. 
BC *Might™ be helpful” to“ this =commrttee’ ain dealing with “1ts* positron 
riGregarastoicnat@parpicular-~plan 


AS I indicated, I have a response dated December 22. If I 
nay, LAwrb it readsterto: you*nowl“Prt-says: 


"Dear Mr. Taylor: On behalf of the Honourable Monique Bégin, 
this to an interim’ repry -to your “Fetter vof *pecember - 1419s Pin 


which ‘you invite™ her “and ‘officials’ of “her “department ~ to “appear 
before the select committee on pensions in January." 


May I just explain the letter I wrote--I think you should 
probably have a copy of it, if the clerk will be good enough to 
distribute it--put it both ways, that while we are not a travelling 
committee, we would be prepared to go to Ottawa if it were more 
convenient for them. So that is the reference. 


The letter continues: "I have since spoken by telephone to 
the clerk of your committee, Mr. Graham White, and he has spoken 
alLSO> £0. MrVreplt=eMo- Lyngseth pr assistant. *deputyiiminister;*®- income 
security programs, National Health and Welfare. We explained to Mr. 
White that it was very unlikely that the minister would be able to 
attend a meeting of your committee. 


"As for departmental officials, Mr. Lyngseth explained to Mr. 
White that the department would want to be of assistance, if there 
were matters ‘on which federal officials could bring additional 
information forward that would be of use to the committee. However, 
federal officials would be confined in any responses to matters of 
a factual or technical nature, and could not comment on possible 
policy developments within the government of Canada. 


"In view of the substantial factual background on the Canada 
pension *"plan’” which’ ‘has’ ©'no ’ doubt “already “been given’ 'to. the 
committee, there was some question about the extent to which 
federal officials could add to the evidence before the committee. 


"There waS a question, also, concerning the specific areas of 
engurry= that” the “committee” maght “want~ to “iook~ into, ~since this 
would affect the choice of the officials who might provide the most 
useful “input. For example, if the ‘committee's questions were 
primarily related to the financial management of the Canada pension 
plan fund, the officials from the Department of Finance rather than 
from this department might be more appropriate. 


"Also, depending on the information sought, it might prove 
more efficient to furnish certain information in writing rather 
than through an appearance at the committee. 


iT Cunegerstandt! -thatiseMrar White *Cintends’ to .scevorfi “the 
committee's requirement can be defined more specifically. He and 
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Mr. Lyngseth intend to, communicate again early «ain January to 


consider..the nature,,andgsextent of “any »participation, by, federal 
Gt Loilals. 


"Yours truly, Ed Tamagno, special adviser, income security." 


You willlp.notesthatmenis Uecceriis (Oni ale titeram. repuy. cand 
maybe tney are looking for some further guidance before they draft 
the final reply. I invite members of the committee at this time to 
express their thoughts in regard to those areas that you feel are 
important to pursue in regard to the Canada pension plan when we 
talk in terms of, say, doubling the benefits under that plan. 


Also, I again want to point out that the letter I wrote and 
the communication from the clerk has not been one of mandating the 
federal government to appear before this committee. I can assure 
you we were most diplomatic in offering a very flexible potential 
in terms of whether the committee went to Ottawa or whether they 
have someone who might want to attend this committee. 


Mr. Williams: I presume the letter was addressed to the 
Minister, Mr. Chairman. 


Mr. Chairman: Yes. 


Mr. Williams: And I presume that a letter in response 
would be forthcoming directly from her in due course. 


Mew Chaivmanss (I. pwouldmitys wantypto, anticipate tthats at:aam 
not sure how the minister responds to correspondence. 


Moe DiNgdilwamssenif,; in fact ;.4ehe §wasin notweabley toy attend 
before the committee as suggested in the letter, by reason of prior 
commitments or for whatever reason, I am wondering whether-- 


Mroe iChalrmanss. Or,«Mr. (Williams; . the gacommittee... attending 
before her. 


Mr. Williams: yes. 1S in either case she was) not 
personally available, have any overtures been made suggesting that 
ner deputy might be available? It seems to me if we start moving 
much further down the line, there would be no likelihood of getting 
jany type of response other than, as suggested in the letter, of a 
solely factual or technical response, which may not be of too great 
assistance to us in developing our thinking as a committee relative 
tothe. roleo'that’ CPP is going to play in cursongoingsdeliberations: 


Mr. Cnairman: I think you have to distinguish between the 
political level and the staff level-- 


Mr. Williams: That; issexactly what ieam trying. to. do. 

Mr. Chairman: --and I don't think the deputy minister 
will ever be.a substitute, for *the minister: ine that segard,@so.-that 
when you are suggesting the deputy instead of the minister I think 
you are off now into the train that-- 


Mr. Williams: Even there I. realize we would be very 
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lamited “inieleciting? any “policy rconment,) butrat) leasthiivthere is 
anyone who could speak on her behalf, I presume that person would 
be the most gualified to do so and would be able to discuss policy 
to some extent possibly. 


102305 asi 


Mr. Chairman: Wnat areas, Mr. Williams, would you suggest 
vVou-swourd @wWwant to pursue) rr first, ‘from. the “politteal.-end?-and, 
second, from the technical end? 


Mos PW vamss “Ch esguesss alliscof “usghwould’ abe ssnterestedi {in 
having greater elaboration on some of the directions in which the 
Minister has indicated she wants to move the plan, based on recent 
Speeches she has made around the country. It seems to me we are 
sort of seeing the tip of the iceberg as far as what the intentions 
and. “direction “of “the federal authorities in this ‘area are, ‘and I 
think it would be of assistance to the committee if we were able to 
explore that in greater depth with her. 


I think we should be endeavouring to work along the same 
Mineserather! Sthianwan “contradiction mone a toltthe> other Wihewrrwits 
possible to achieve that objective, and sharing of information is 
Eee srirstesstep: ‘towards trying to warrive at common goals “while 
having different responsibilities. 


Mraserchairmantsiwust Sito claretyaiéthe, <mood, Ila hopeas.and 
believe that there is not any feeling of discord vis-a-vis the 
province and the federal government, that it is in a co-operative 
Spirit we are dealing with them, because I think our concerns 
surely should be their concerns and vice versa. I am _ looking 
forward to the utmost co-operation, and I do not get any feeling of 
an adversarial relationship. 


Med 7 witevamssey TRS do) tnets+y thinks, there’. as>- thatye,aLlthough 
there is a recognized difference in approach based on statements 
that have been made both by her and by our own Treasurer (Mr. F. S. 
Miller) as to the approach in achieving the same end objectives. I 
think they see their responsibilities in a different light, I 
gather in an expansionist attitude, relative to the CPP, whereas 
Our Treasurer and others at the provincial level have indicated 
there might be other alternatives that can be pursued paralleling 
the CPP program. It is in that area that we see differences that do 
not necessarily mean a confrontation or a discord but rather a 
Mmeldinqeeoct Wiews that“ hopefully ewillM bring’ us? too the *same-“end 
objectives. 


Mredeci Lides 15 hin tehairnian; “Srodamy. very! A cognizant! wots the 
comments that you and Mr. Williams have already made, but I would 
have to say I am very disappointed in the federal government's 
reply to this point because it indicates Madame Bégin would not at 
this point be able to entertain the idea of meeting with us--whicn 
Ss Sfaireo al anissurés thetminister) istavery busy--but the letter goes 
on to say, “Federal officials would be confined in any responses to 
matters of a factual or technical nature." 


I think you, Mr. Chairman, have touched on the problem that 
poses for us in that we as a committee have been given the mandate 
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to recommend to our government some policy directions that we might 
Want. tox take: un. the@iield Poti pensions, mandesim vérden tow propery 
fulfil tnat mandate we opviously need to know or at least have a 
pretty good indication of what policy .directionsesthe sfederal 
government 1s entertaining. “While “I "do" not want 'to™see us “in- any 
way come LNtO) - 4 SCOneRontacioOn, aportlacion. with. the federal 
government, it is not making our task any eaSier by saying it 
cannot snare some of its possible policy directions with us. 


I might just throw out as an example the worst-case scenario. 
Suppose this committee decided to recommend a universal retirement 
scheme on the PURS concept and the federal government in short 
Order then did announce some enrichment of the Canada pension plan. 
The two governments, in that eventuality, would have policies that 
come™ into conbiict 7 fand® iiwould® hopes iwerrasmiatmcomiit teenteould 
indicate’ to} vthew federal@iminister Sthate thateirsconthew *kindweor 
confrontation that could be avoided by the sharing of ideas now. 


Our ownt'very ‘excellent sresearchy stabi canye nin yco-oper ation 
with federale forficiats,) get, the iintormation miwoem el ccurres ctena 
technicalprommitactualgsnature. Dido: snothlehink sthat@eitssthe’ most 
important type of information that we are seeking in requesting 
that Madame Bégin meet with us. 


Mr. Cureatz: Mie. Chairman, Mr. Gillies expressed in 
general terms concerns that I was going to relate, but mine’ I think 
Start at more basic levels and I would be curious to hear thoughts 
from other members of the committee. It would appear from the 
letter you have received that the committee will be, certainly on 
the ‘short ‘term if not forever, frustrated’ in'’terms ofittrying! to get 
a handle as “to°’the ‘policy «of 8the lfederall “government “on 
investigating the CPP. 


In that light, is there value in the committee doing 
extensive research, hearings et cetera, on CPP without having the 
benefit of any kind of input from the federal government? Are we 
going to be wasting our time, outside of ourselves individually 
gaining knowledge, in making some kind of recommendation which will 
be put to no use whatsoever by our government because we have not 
nad the benefit or value of what the federal position will be? I am 
concerned. I would like to hear other members' views as to whether 
they think it is going to be worth while doing great research in 
this area when we at first blush appear not able to have any kind 
of input as to the direction of the federal government? 


Mr. Chairman: Mr. Cureatz, I believe we have» a *mandate=.to 
do something, so it is not a question of whether we feel we should 
Or should not. I think we have a duty to review this aspect of the 


pension system and to come forward with some concrete 
recommendations, 


In terms of federal-provincial relations, I think you have to 
be mindful of the fact that Ontario has a veto in terms of 
amendments to the Canada pension plan; that certainly has been my 
understanding of it. As you know, Quebec has its own pension plan. 
In view of the strong Ontario position, I would think Ottawa would 
be interested indeed in the political sense of this province in 
terms of recommending changes at this particular time. I would 
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ChNankaoecthess politicals Aarmasofonottawankwouldes:bem interested :.in 
entertaining the political thought of Ontario in regard to future 
directions concerning change in the Canada pension plan. 


The letter I have received, I again point out, 1S an interim 
reply and it is at the assistant deputy minister level as opposed 
GO the pedaticalyrvevel.750 al do;mot. look at<thats aso something. that 
should discourage us in terms of having some dialogue with the 
executive and political people in Ottawa. I think Mr. MacEachen, 
the Minister of Finance, would also be a very interesting person to 
talk with because I am Sure he has some very real problems in terms 
of the economy of the country and the affordability of any changes 
in the plan and what the impact of those changes might be, what the 
spinoff might be in terms of the overall economy. 


Moye tCureatzes Mr.) Charrman,beyour «position ~basically,.«.which 
I will soon acknowledge, is that notwithstanding any kind of input 
at the federal level, the committee should forge ahead with its 
mandate and I will feel comfortable with that, though at times it 
seems frustrating that committees are struck and we are spinning 
Our wheels. In this particular area we may not have much of an 
pact wou tacertaliniy plifiethatumis syour sieelangs.andisthe feelingwoft 
other members-- 


MiaesCheitrmanssyDonit sdespaim,/syMr.b):Cureatz,. . Yous ;musts,be 
eternally optimistic. 


bo: 40;ea om, 


Mi oeeMackenzies..AS “I: ,understand stheawinterim.;reply, »not 
only does Monique Bégin apparently not desire at this point to meet 
with us but she questions the usefulness of any her staff meeting 
with us. Our mandate is. to deal now with the.-broader issue of 
pensions. I think there is more than a perception that they are not 
adequate in this province and this country and it seems to me we 
should be following up on a request at a policy level discussion 
that somebody from Monique Bégin's office should meet with this 
committee. 


bethinkei tis~tearxr; tolsayeshbes hase ithermestorputicup or ~shur. up. 
She is one of the people who have been going around the province 
Saying very clearly that pensions are not adequate. The options we 
are faced with are some kind of an enrichment of OAS and CPP or the 
PURS proposal that we had presented to us, which means we could end 
up in some kind of conflict between the province and the federal 
people. 


Ieejust. think «we ;should Bgoupbacks,to herasat pehes ministerial 
level and request a session. I don't want either side, the province 
or the feds, to be able to use the argument that they can't get 
together. One group doesn't like the PURS program and the other 
people are going around the province saying we need some kind of an 
ennachmentsnbutiuwonht. talk about htwe I ethink-elite;is <asclegitimate 
request that we have a discussion with them on this issue. 


Mras tChabrmanssécMraeMackenzies;=m:onsoccasions.-I -have,.thought 
your remarks extravagant but I think they may be appropriate in 
this case. The perception certainly is that something should be 
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done and that perception is flowing from Ottawa. The letter doesn't 
Say tnat the federal people are in the process of preparing a white 
paper-- 


Mr. Haggerty voMrE. miChnaarman,omeak pornt Lotiegordensrwe are 
discussing a letter that you have written to the federal minister 
responsible for® CPP Cand Nem reply.9 sis "theretWranywereasons for) Not 
having copies of both of those letters provided to the committee 
mempersS SO we can digest them? 


Mr. Chairman: It has just been photostated and is in the 
process of being distributed, Mr. Haggerty. 


Tnere is that perception that something should be done and 
there is no reference to a white paper being prepared at the 
Federal: levelS iI ‘again “hear vthat ‘there is “some sactivitys ine that 
direction and it may be that the federal people want to put 
together tnat white paper. I say that in fairness to them before 
advocating any position. 


Mr." Wallianss: Mrakeechairman,« Huichink @the meelinggmot giche 
committee is that while we have an interim reply from one of her 
Staff}*-a ‘final ‘reply Gis@ necessary within a mattermeofiidayssunot 
weeks. Realistically, if we are going to have any participation by 
tne minister, she snould indicate her willingness to meet with us 
here or on her grounds within the next week, if we are going to 
have any likelihood of fitting it in within our tight time frame. 


It seems to me that even to fire off another letter may not 
get aS quick a response as we would like. I would suggest that 
perhaps a telegram should be sent to her directly asking for an 
immediate response, given the short time period we have to finalize 
Our agenda and complete our deliberations on this matter before the 
next session of the Legislature. Either she tells us she will or 
will not meet with us. A simple yes or no is what we need at this 
point and I think it should be done forthwith. 


Mr. Gillies: I wonder, Mr. Chairman, whether you, as 
cnairman, in recontacting the federal minister would like to be 
armed with a motion from the committee, which I would be quite 
prepared to move, tnat this committee urge the federal minister to 
meet or have senior officials able to meet with this committee to 
partake in policy discussions in the area of pensions. I think we 
should indicate, as a committee, that we feel this is the direction 
we have to go in. 


Mri. ndones: » il “have? ay spointesof etinguinwe followinoweoniimhat 
Mr. Gillies and others have touched on. First, your correspondence 
to tne federal minister has, I take it, been more along the lines 
of meetings. I guess most of us are aware, aS we take our busman's 
noliday sometimes in the evenings to watch the House of Commons, 
that there has been a lot of discussion the minister has taken part 
rit 


Mr. Mackenzie talks about the federal minister travelling in 
the province. She has also been farther afield--the United Nations 
and other places--talking about some of the reforms. I noticed as I 
waS looking at one of the recent Commons sessions, during the 
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question period, that Mr. Rae was putting questions to her and she 
waS glving the answers specifically. I am sure we could look them 
up through Hansard. 


She is about to bring down a green paper. She has referred to 
it in recent question periods. 


Mr. Chairman: I am sorry if I used the wrong colour. 
Mr. Jones: I am sure they are the same thing. 


I wonder if we couldn't be specific in this request we are 
Palkangsebpabout, gt date«takes ;: ariresolution , todo that.;.She,~.has 
referred to early 1982 when the green paper is coming down. 
Certainly she has discussed an immediate response to some of the 
first problem areas of existing elderly that we concerned ourselves 
with where we know it is both the GIS and the Gains proposition. In 
tne Commons she has said that would be in early 1982. This is early 
1982 and I wonder if we could embody a specific request in our 
better). toaher. 


Mr. Chairman: I am wondering, Mr. Jones, if we could hear 
from Mr. White, who has been personally in touch with some people 
ln Ottawa. Could you respond? 


Clerk yonorche - Committee: “I have “some. of. those: Hansards. 
Mr. Chairman, in speaking to Mr. Lyngseth, we discussed the matter 
of tne timing of the policy paper. He indicated that the earliest 
conceivable time would be the beginning or middle of February and 
that there was somewhere between a possibility and a good 
likelihood that it would be substantially delayed, perhaps for as 
many aS several months. But the earliest conceivable, which he did 
not hold out much hope for, would be the beginning to the middle of 
February. 


Mr. Jones: So we have to get on with our job. We have to 
Outline what remains for us to review in the report. If that is the 
Kind of indication you are getting, combined with this letter, we 
had better not be holding all of this until we get some indication 
from them, because we should get on with making our next report. 


, Mr. .Chairman: Realistacally,.g it .waS .,.my ~impression that 
“Sur House would be sitting before the green paper, if it is green 
mow,;mcamesdown., Liiwes.are igoingetonwaitiifor. that,. 1igwes think «that 
is crucial to the committee's deliberations and recommendations, 
then we would have to postpone our date for reporting until later 
in the year. I question whether that is necessary. 


Surely there must be considerable thought given to this whole 
business at the political level in Ottawa, especially in view of 
the utterances that have been made and the fact that the interim 
reply to my letter indicates an awful lot of work has already been 
done on the subject. We could have an in-camera meeting, for 
example, at the political level if they felt it was too sensitive 
or they did not want to broadcast their views at this particular 
time, but tnere nas not been any Suggestion of that. 


Mr. Jones: I think Mr. White has answered my question. We 
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can't» really expect ‘tovseetargreénv ormiwhite paper) tor tanything Sfor 
tne next several months, so we had better proceed with-- 


ius oU A.M. 


Mr. Williams: "Mrs @@hatuman ,~ es reethmnknoetnererhrustenotisic: 
Gillies's suggested motion is something we, as the committee, 
should agree to pursue or otherwise. There are two essential 
ingredients: either “the @mingster is willing to make the time 
available to meet with us--and if so for the express purpose of 
discussing policy as contrasted with simply existing programs 
within the -CPPpy “which technical “and “factual®”inftormation, as has 
been’ “sald “by ‘others, ““istereadily available “to sus’ <“with {their 
co-operation. But we want to delve into policy and that is the only 
way in which we are going to be assisted in our deliberations. 


I suggest we proceed along those lines if we are all agreed. 
I would suggest it should perhaps be done by telegram to get a 
response this week, rather than send a letter, given the state of 
the Canada Post at this time; we might want to go that route to get 
a relatively immediate response. 


Mr. Chairman: If it is agreeable with the committee, then 
we will follow it up. I think probably the telephone might be the 
bESt “Initial ~approach? 


Mrs ‘WilDrams: eel teeiwwoutd) be nice itomgnave, tsanetiiia. tion 
record. 


Mr. Cureatz: Would you like a motion, Mr. Chairman? 


Mew "Chairman: ef don*t. think’ thats isi (necessary / 281 Dsurmise 
there-isva'feeling*on?the part®of this eommitteesthat! 1t° 2st anxidus 
to meet with some people in Ottawa, especially at the political 
tevel sis tenat so? 


Mr. Williams: To discuss policy. 
Mr. Jones: We shouldn't be waiting for that. 


Mr. Chairman: No, we don't wait for things to happen; we 
make them happen, don't we, gentlemen? 


Is there any particular technical area you wanted to pursue 
in response to that letter before we get on to the next matter? If 
you haven't any further thoughts on that, then-- 


Mr. McClellan: The one obvious’ thing) that’ occurs «tocome*is 
that if the federal government is on the verge of issuing a green 
paper, it probably has done a fair bit in the way of background 
Studies both on the adequacy of private pension coverage and the 
adequacy of existing pension arrangements overall--in other words, 
tne relative wellbeing of seniors in Canada. I assume they are 
Sitting on the data, which is even more current than the royal 
commission data, and tney may have some additional material which 
we seem to have had some difficulty getting with respect to the 
adequacy of coverage--the whole coverage issue. If it is possible 
to try to get whatever background material the federal income 


‘eh 
security people have prepared, that would probably be helpful. 


RGsen7O the »toOneicet sithat tAalettemisiseysutitcientiyoicurt sin 
ei SiUSsange02 ty yo omon Mit expects (to = getuivery Stmucht by, “way 2of 
coO-Operation unless we can change their attitude. 


Mr. Chairman: Okay, then we will aggressively pursue that 
and indicate the intense interest of the committee in meeting with 
Monique Bégin or alter egos-- 


MramaMackenzieces! catakemiiteein’ goody: faithh chatseyounsdaon it 
Mave a vested ~interest ~-1n Monigue not~- meeting with us, Mr. 
McClellan. 


Mr. Chairman: Let the record show "laughter." 


We have Dr. James O'Mara, who is a research officer with the 
legislative research service, and who has put together this 
document that ‘you have in front of you. I will ask Dr. O'Mara if he 
would like to review that with the committee. 


Dr4eh.OuManasyoTheie repont: Ws qmdividedt :intowithree: I Jsections: 
Tne first deals with the recommendations of the interim report, the 
second notes those recommendations deferred in the interim report, 
and tne third deals with those matters not directly referred to in 
the interim report. 


Thee pursteysectionmnotes,. that sein githeiear caehnofe: government 
retirement income programs, recommendations 20 and 21 were endorsed 
with a minority report on 21. 


On tne subject of the Canada pension plan, recommendation 24 
was accepted by the committee. 


On the subject of employment pension plans, recommendations 
43 and 44 of the Royal Commission on the Status of Pensions in 
Ontario were endorsed. Recommendation 42 was considered. 
Recommendations 45 and 47 through 51 were agreed to but additional 
Study was required. Recommendation 54 was endorsed. Recommendation 
68 was endorsed and 83 was endorsed, with some distinctions. 
Recommendation 93 was endorsed in part. 


The last area considered was other issues, and the 
recommendation under this, number L367, the excess interest 
approach, waS considered. Recommendations 157 through 161 and 
recommendation 163 were endorsed by the committee. 


Matters specifically deferred in the interim report include 
tnose related to government retirement income programs, questions 
related to demonstrated need for universal coverage. The committee 
deferred consideration as it exhausted its study of CPP. Under the 
Subject of employment pension plans, the committee deferred comment 
on the provincial universal retirement system, withheld its 
conclusions on the severity of coverage problems and 
recommendations for actions. It is still studying the feasibility 
of legislating portability. 


A decision with regard to a central pension agency was 
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deferred. The committee reserved the possibility of further 
considering amendments to the Pension Benefits Act and deferred 
recommendations with regard to part-time workers. On Ontario public 


sector plans, the committee noted it has not yet completed its 
deliberations. 


The @tinak, epantig | origacney ureport  Galust smesthose items by 
recommendation number not directly referred to in the interim 
report. tT haveiras list. -therej.for the-eommitteer members*-atiothase 
items and the general categories of information that the 
recommendations deal with. 


dela, me 


Mr’, | (Chad rmantmeprdstiyoule wantiettomereviewmnunosen, items not 
directly referred to in the report? They “are listed here, unless 
you wanted some discussion in connection with them. Maybe we should 
review the list because we are going to have to come up with 
recommendations. What do you wish, gentlemen? Did you want Dr. 
O'Mara to deal in depth with any of these? 


Mr. Riddell: I thought that the recommendations of 
portability and vesting were referred to in the interim report. Did 
we not deal with earlier vesting, five-year vesting? 


Mr. Chairman: Yes, we did. 
Mr. Riddell: Did we not deal with portability? 


Mr. Chairmaniou yes,» we dealt (|waith’sportabyBityainie think 
what Dr. O'Mara is saying is the feasibility. 


DE. O'Mara: if am referring to the specific 
recommendations in this last list of the royal commission. I went 
through the interim report and checked it to see whether there were 
Specific references to the substance of these particular 
recommendations or whether the report addressed these things 
exactly. The list that I prepared here is items not directly 
referred to in the interim report. Certainly the committee did 
cover these other issues put these specific recommendations-- 


Mr. Riddell: What you are saying is that the 
recommendations of the royal commission called for immediate 
vesting and we dealt with five-year vesting. You are Saying that 
that 1s one of the recommendations that we did not directly refer 
to. Is that the point you are making? 


Dri. © O'Mataseril ) am -gusteumaking Waene tpointe S@ttiat @Mime the 
interim report these specific recommendations were not referred to. 


Mr. Chairman: Any further comments? 


Mr. Williams: What is concerning me and maybe other 
members of the committee “too /Jis® ‘that “there cis ca raft oof 
recommendations that we have barely touched on. Of course, a lot of 
them will fall into place once we have made the basic decision as 
to which way we are going vis-a-vis expansion of CPP or the PURS 
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program or private sector. A lot of them are dependent on that 
basic decision being made. 


As). | Wiinderstandsvitgaeafitenshwesihave: Phearad *4firom.sall the 
delegations we are really going to have only one week left to start 
Sitting down and making these decisions. My concern is how we can 
put it all together in one week after that. I was looking at the 
agenda for = deputations. I ‘think it would be helpful ‘to us if we 
could even cut into that last week of deputations and perhaps have 
one, PL not two, days when we could get started on a 
decision-making process in committee. 


Tumoticeswthat .on sthe blast sfhunmsday,- January, .28,.. we|,have 
delegations scheduled for the morning. On the preceding day, 
Wednesday, there is only one at the moment. I am wondering if we 
could consolidate them into the Wednesday session so we would have 
the Thursday free, if not the Thursday and Friday of that. week, 
really to get started because in my mind it is going to be very 
difficult to grapple with all these recommendations in one week. My 
understanding is that we just have that first week of February to 
assess all tne information coming from the presentations along with 
the basic information we are going to have from our briefings with 
Mr. Bentley tnrough the balance of this week. 


Miser tenant Mamie | faerie kCOULG we USte) COMMeEnts0On eathat,.silt «2S 
certainly not my wish to deal with any of these items in a hurried 
Or cavalier fashion. However, I think the committee must remember 
that we do nave Mondays through Fridays allocated for the committee 
so that we can sit on Mondays and Fridays if we find that 
additional time is necessary and we may have to extend the sitting 
time. 


Mr. Williams: Would there be great difficulty in moving 
the deputations from that last week of January into the preceding 
week, and sitting on the Monday and Friday of that week? I know 
these are all fixed, according to what Mr. White has told us, but 
it seems to me there would be greater continuity if we could 
segregate the hearing weeks from our own in-committee work, rather 
than trying to do both in the same week. That is my feeling. 


Maybe some people feel we can just as easily deal with the 
recommendations during weeks while we are hearing from the various 
delegations, but I feel we should have the benefit of all the input 
from all the delegations before us before we start drawing 
conclusions. I think it is unfair to those groups who are coming 
before us to know that we are already in the decision-making 
process before we have even heard from them. It seems it is a bit 
of an affront to them if they find that we are meeting on Mondays 
and Fridays to start making decisions, knowing they have yet to 
come before the committee. We should have all the hearings out of 
the way before we start formulating our decisions. 


Mr. Chairman: I agree. 
Mr. Riddell: This then would take us to January 28. DO we 


have to meet some deadline in February when this committee winds up 
its business? 
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Mr. Chairman: Yes, because of the other committees 
Ssrttang. 


Mr. Williams: The first week of February. 


Mr. Chairman: We are confined basically to January and 
the first week of February. Mr. Williams, I appreciate what you are 
Saying. When I mentioned we might sit Fridays or Mondays or both if 
necessary, it was in my mind that we did not want to anticipate 
what? people: (might say! lor ‘proceediywithout sthewebenefit Sof  thear 
presentations. But, aS you know, depending on the particular 
Subject matter of the presentations, I am sure there are areas the 
committee could deal with which would not in any way prejudice the 
submissions. Of course, in connection with our interim repone,ayve 
proceeded witn that report notwithstanding that the people on our 
agenda here have not made submissions. 


Mrs) Williams:  Wouldimitel bes the sfeelingsiot ithe«:comhitree 
that it would be to our advantage if we could move the hearings for 
the last week of January forward, by fleshing out the preceding 
week, if not the preceding two weeks, with Monday and Friday 
deputations so that we would have at least two full weeks of 
intensive, in-committee deliberations on all these recommendations? 
There are just so many of them, I really feel we are not going to 
do the matter justice in one week's deliberations even if we meet 
from Monday to Friday of that one week. 


Mr. “‘Chalrmans* Realistically, (I. do's nots ithinkvwe ccan» expect 
more than two submissions in the morning and two submissions in the 
afternoon to give those people a fair opportunity to be heard. 


Mr. Williams: At the moment they are shown only as 
Tuesdays, Wednesdays and Thursdays. If those hearings for Tuesday, 
Wednesday and Thursday of the last week of January were rescheduled 
for Monday and Friday of the preceding week to free up that last 
week of January, then we would have that week as well as the first 
week of February to assess all this input and start making 
recommendations. I just feel one week is not going to give us the 
time we need. 


Mr. Riddell: Are there members of this committee who will 
be sitting on other committees after the first week in February? 


Mr. Chairman: yes, there are. 


Mr. Riddell: It is a large building. We do have many 
committee rooms. I fail to see the reason that several committees 
cannot be sitting at one time. How many members on this committee 
are also sitting on other committees? 


Mr. Chairman iio Sone! *ofiusevarel ee othinksethe srobkemeuserche 
duplication of people as opposed to the physical accommodation. 


Mr. Williams: That schedule was worked out with all the 


House leaders, was it not, Mr. Chairman? The committees all neatly 
fit together so they would not overlap. 


Mr. Chairman: Mr. White can comment in terms of the last 
week, Mr. Williams. You are looking at the Tuesday, Wednesday and 
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Thursday. You want to see if those persons could be accommodated in 
tne previous week? 


Mr gma viLvanmsenel pagnecti yousr cannot: take enone’ -than.c:two 
deputations “in a half day,-but.at the moment there are enough 
Openings there that we might be able to fit those six into the 
Monday and Friday of the preceding week. 


MraopCharriian s tewWeenout €t0o> such “dislocation, Mr. white, I 
might suggest, if the committee members are agreeable, to take the 
Wednesday and Thursday and accommodate those three sessions on 
Monday, January 25. 


leelLOca. mé 


Mr. Williams: Either that or the preceding Friday in any 
event. 


Mr. Chairman: Then we could Sit through Wednesday, 
Thursday and Friday if necessary. 


Mr. -Williams: As I. say,- preferablyisife:we could shaves: that 
Weekr faLreewslomerourse! ves;un butwritm: not, tat. - heastm bring) ithose 
deputations to the front part of that week so we would have at 
least part of that week for our own in-committee work, but 
preferably completely have the week available to us. 


Mom nchadcemanses thsimilessay Apcthenichars wertainivi« Wants, tore 
as accommodating as possible to everyone. In another ecumenical 
year ytiierameranxious ato co-operate | ine anyriway fiwecam,.“solgl Awili 
delegate that chore to the clerk to see if the Wednesday and 
Thursday can be consolidated and put into Monday of that week. 


Mr. Brandt: On the correspondence of December 14, Mr. 
Chairman, is that a complete list of all the delegations that will 
pe before us or are there others yet to be heard from that may 
still be slotted into some of those open spaces? Are there more 
than what we have on the total list? 


Mr. Chairman: All we are aware of are on the list. 


Mr. Brandt: So that's it, complete as of what we had from 
December 14? fs 


Mr. Chairman: yes. I think we will have to have a cutoff 
at some point. We just wanted to make sure that anyone who wished 
to respond to tne recommendations of the royal commission had that 
Opportunity, especially those persons who made submissions to the 
royal commission. I think we have accommodated them and this would 
seem to me to exhaust the delegations. 


Mre eWailliams:inMreusChairmanges couldsod. )benscagurlittbke «amore 
persistent and suggest that we try to put those deputations for 
that week into the preceding week so that we would have a full two 
weeks available to us. I recognize that if we sit Fridays, we would 
only want to sit in the morning so that out-of-town members could 
get away. So we are really speaking only about a half day there in 
any event. If we met five days a week in the last two weeks of 
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Januaryovand: the firsts weeksioterebruaty, sie titinkiiwes could biter 
the deputations into the first three weeks of January and leave us 
with the last week and the first week of February to develop our 
reportiy. Mos ,eWhite,) Vcouldie yout) indtcases awiecher tithat . could “be 
achieved? 


Mr. White: Following -the chairman's lead, I want to’ be as 
accommodating as possible to the members as well. Whatever I am 
instructed sto dose deiwillals tdometne Only caveat I would enter would be 
that a number of the groups listed in the last week, particularly 
the chartered accountants and the social planning council, have a 
number. of ‘delegates “they "would wish to bring Jforwanden (rt e¢isamot 
Simply a question of rescheduling one person's timetable. What I am 
Saying: inwshort issthat it;will be difficult. e81 WwHly ltryeto menort 
back. I foresee it would be much simpler to bunch up this last week 
into the Monday and Tuesday than push them forward into a Friday, 
but I will see what is possible. 


Mr. Williams: Try to get the Wednesday and Thursday into 
the Monday then we will have at least Wednesday, Thursday and maybe 
Friday morning to start our in-committee work. Would that “be 
agreeable to all the members? 


Mr. iMcClellans) Saywthati again? ) 

Mr. Willvams: S@iiimisay try to) «bring lethéqmWednesdayisiand 
Thursday deputations in on Monday, bring them forward to Monday of 
that week, and then get on with our in-committee work on Wednesday, 
Thursday and Friday morning and meet Monday through Friday of the 
week of February 2. 


Mr. Mackenzie: I would suggest not meeting on the Friday 
of that first week of February. We will be in the process of being 
in the convention on Friday. 


Mr. Williams: So we are limited to four days of that week. 


Mr. Chairman: we want to accommodate that very 
Significant event. 


Mr. Mackenzie: The beginning of the end for you folks. 


Mr. Riddell: It would appear to me, Mr. Chairemanpoasthe 
thing » that goffends’sme -is “that it looks to me ‘that we are 
accommodating the Tory members on this committee. I have asked the 
other members here if they are sitting on other committees after 
February 1. The NDP are not. I think there is one member here who 
may be sitting on a committee that will last for about a week. So 
it looks as if we are accommodating people on that side. Surely 
witn the number of members you people have in that party, we should 
not have to confine the sittings of this committee to accommodate 
the large number of Tories we have. 


Mr. Chairman: That almost sounds like a lament. 
Mr. Williams: Let us set the record Straight, Mr. 


Chairman. AS you have indicated, the schedule of the committees 
between the House sessions was set through the co-ordinated efforts 
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of all the House leaders. The House leaders for, I believe, your 
party and for the NDP indicated they would have very limited time 
available for committee meetings because of the events taking place 
witnin your respective parties. It has been more an accommodation 
to tne two opposition parties rather than an accommodation for the 


HOLY “patty, as “you ‘suiggest,® Mr. Riddell, ‘so let us» ‘set’ the. record 
Straight. 


Mire eRvodel. at wouldrnave LOslook Into that. 
Mr. Williams: You -had better look into that. 


Mr. Riddell: If you happen to know every meeting that 
goes on with the House leaders and know what is going on, then you 
Beene preccyebrignt guy. 


Mr. Williams: You find out where your members are going 
to be in the last two weeks of February. They are not going to be 
nere and they have indicated that to us. 


Mr. Chairman: Let us not be provocative. 


MroncCurcedt Zs. e1n. Support OfeeMr te Ridndeliy Ss: sconcerns;7c0 efor 
one would like to be accommodating. Actually, I will be away and I 
think one of our other members will be away the first -week of 
February. You have brought your concern to everyone's attention. If 
we are speaking in terms of drafting the report, I would like to be 
here. But I would not expect the committee not to sit just because 
Cfaumy sabsence.. On “the other *hand;i 125. youvares concerned sand there 
are other members who feel it would be worth while to delay it so 
that there would be another opportunity when all members are 
available, I would be more than willing to do so because I would 
love to be here. 


Mr. Chairman: Gentlemen, we can check the wording of the 
motion that went through the House. It is my understanding we have 
been allocated a certain time frame. I nave been proceeding on 
ed gfe OA Mr. Riddell, VOU, .Canmy Fesmamassured  .Or thewecna las 
Co-operation, both swith your party “Gand sany “ievents that may 
transpire there, and the New Democrats. I think we are going to 
have enough time to poem discharge our mandate and make a genuine 
contribution to the-- 


Mr Rrddeli:) All #1.--amssaying Wis. it) is: maybe time “chat 
government start conducting its business in a businesslike fashion. 
If we are dealing with an important piece of business, there is no 
other business that would impose a time limit to accommodate 
mempers wno wanted to take a trip south or whatever the case may 
be. If we have important business to do and if it means extending 
it later in February, if it means getting in touch with the House 
leaders, Mr. Nixon and Mr. Wells and the rest, then there is no 
reason we can't get in touch with them. 


Mr. Williams: Check with your House leader. 
Mr. Riddell: I certainly will. 


Mr. Williams: I am glad you will. 
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Mc. Chairmanerm IT athinkmwe )wilieeber rail naght..4 There ease ne 
point in anticipating problems in advance of their happening. 


Mr. Williams: We are prepared to sit until the day the 
House goes back, as far aS the Tory members are concerned, Mr. 
Chairman, just for the record. But we were constrained in what we 
could do, given our consideration for your needs. 


Mr. Mackenzie: How long can you say "no." 


Mr. Chairman: Okay, is there any further discussion on 


any matter other than the current one of sitting times? 


Mr. Williams: Can we agree to moving those hearings 
forward? That is the important thing at the moment. 


Mr.» Chairman: » We: will; .doy our best sin providing, iasiq muchm 


time as possible, bearing in mind the interest of the committee 
members. Further discussions? 


Mrs. “McClellan: Maye be so bold as to “suggestmywe sare 
basically out of steam until Wells gets back. 


Mr.o Chairman: «Is was going=toivsay -ifssthere as moy further 
discussion on the matter before you, then the committee should 
adjourn, andwol iwill odo) what) -idican ‘?this#safternoonmscansamrange 
something with Ottawa. Hopefully Mr. Bentley will have sufficiently 
recovered for the morning session at 10 a.m. The committee stands 
adjourned until 10 o'clock tomorrow morning. 


The committee adjourned at 11:19 a.m. 
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Mr.e "Chairman: “I. see a 'quorum))> I, will call the meeting to 
order. For an update in regard to our Ottawa venture, Madame Bégin 
is apparently out of the country. I surmise she may be assisting 
the American economy with the severe weatner in Ottawa. 


Mr. Van Horne: What Premier Davis is not spending she ls. 


Interjections. 


Mc. Van Horne: They go to the same place in Florida, do 
they? 


Mo necnatcman: Pi) Fdolonote knowSwhether: they: dow co'do- not 
think tney share tne same condominium, but you may pe able to 
assist me in tnat regard, Mr. Van Horne. 


Mung VaneeHorne? + Wem will-*do Yae“Pitelé® research. ‘They have 
peen flying together. 


MoeatChatrman: 24m Go Snot. ‘know !-whosé’*jet’ they ‘are®/ ‘using 
elitner. 


Mironvanwnorne v(Gi lAkies didwnisibest=to) find «them. 


Meee" Chairman] sr >'wish'=youe* would “not contrive-an,-.unholy 
a lvancest ine anyvevevent, «she Ywilldernot bes pack: untilr ‘Monday, \ 1 
understand and I will endeavour to speak with her on Monday in 
Poriowing= up. On sour discussions’ of yesterday.” However, we “are 
fortunate in having Mr. Wells Bentley with us this morning. He has 
somewnat recovered from his new year's break. 


Mreew vane sHorme. bean 909 interrupt). Mr. A/Chairman;, )o please 
before we get to Mr. Bentley? 


Both Mr. Haggerty and I took a look at one of the speeches 
that Monique Bégin made back in the fall. Copies were received in 
our offices in the latter part of October. There was an indication 
there that there was conversation going on between herself, her 
COPErcialvsitandMobficials*intthe provinces. 


I got tne impression yesterday that it was difficult, at 
least for this committee, to communicate’ with Monique Bégin. I am 
wondering if there is someone else in Ontario government who has 
been talking with her or her officials?’ Is there someone else we 
are not aware of? 
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For example, iS the Treasurer (Mr. F. S. Miller), or someone 
in nis ministry conversing with ner? 


Mr. Chairman: If I may be permitted to speculate, I would 
Surmise tnat tnere has been some communication at a staff level 
petween the Ottawa people and the Ontario people. I again would 
Specuiate that would be probably through tne Treasurer. 


Tomorrow morning we will be having with us Mr. David 
Stouffer; whoo is. thes senior «budget. gadviser. Salt amigie. Deira 
opportunity to see what discussions, if any, are taking place at 
that level. As I say, I am only speculating, but knowing somewhat 
as to how government. works, if > there. isman,ytareamole Interests. 
assume there is dialogue at that staff level. 


Mr.) Van “(‘Horne: Ifvel could interject. again, 1 ale wmaning 
specific reference to a speech that she made in British Columbia on 
October 6. On the second page, third paragraph, the speech reads in 
Danw: 


"In keeping with the Prime Minister's commitment at tne 
national pensions conference to commence consultations with the 
provinces. in aluly, assprogram of meetings at (the (otiicialews levees 
was begun this summer. In reports I have received, these meetings 
have been very encouraging in terms of the willingness of all the 
governments to work together to achieve pension reform." 


Mr. Cnairman: I appreciate your observations. Of course, 
precisely what we are doing at this level is achieving pension 
reform. I tnink we have made substantial progress in regard to our 
interim report. 


Currently, Of SCOurse, we are interested in pursuing 
specifically a review and possible amendment to the Canada pension 
plan. I use the word "amendment" advisedly rather than "reform," 
because I guess it depends on one's perception as to what it is. 
But I am not aware of any dialogue specifically in regard to the 
Canada pension plan. I have not peen involved in that so that if 
there iS something going on in terms of a discussion with the 
various provinces in regard to the Canada pension plan, I have not 
been privy to that, as I say, and have not been briefed or informed 
in regard sco, 2c. 


£0:23205 sa. ms 


Mr. . Mackenzie:) Mr. Chairman, )/on;emes point -of» correction: 
Change your statement to say that we have recommended substantial 
progress in our report? We have not achieved substantial progress. 


Mr. Chairman: I am optimistic that our recommendations 


will pe not only regarded, but implemented, Substantially 
implemented. 


Mr. Mackenzie: I am willing to accept that we have made 
them. 


Mr. Cnairman: Knowing that you are an optimistic person, 
as well, Mr. Mackenzie. 
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Mires abaggerty: danbeiieveyjo Mr.) Chalrmanj-owe > have considered 


pension rerorm, and I suppose that would include the Canada pension 
and private sector. 


Mr. Cnalirman: I would assume. 


Mr. Haggerty: So will we pernaps have the opportunity to 
have somebody in from one of the ministries such as the Treasury 
pefore the committee here? We can perhaps be better informed if we 
do have that meeting with the federal minister is the areas where 
there may be some misunderstanding or some area where there could 
be further co-operation in coming to a final conclusion on pension 
reform in Canada. 


Mr. Chairman: I tnink again the person I have identified 
certainly in the Treasury is Mr. Stouffer, who is working on the 
wnole pension subject, and ne is coming in tomorrow. 


It may be that Mr. Bentley here, who is with the Pension 
Commission of Ontario, has his ear to the ground and he could 
relieve me of my speculation and he may be able to give you some 


petter information. Wells, did you have any comment you would like 
to make? 


I.want to make it clear to this committee that I am -certainly 
not taking directions from anyone except this committee. I have not 
been privy to any meetings. I think we are On our own. I think we 
have to be open-minded and make our own decisions and 
recommendations. We are not being led. 


I am not getting any instructions as chairman or any advice 
from anyone except you as members and that is the way I want it to 
BeinckS -tow what: isiigoing ‘on.,at jother, levels; q.agaaimy) lafcan only 
speculate, but maype Mr. Bentley can be of some assistance because, 
of course, he deals with the subject, not only in Ontario but has 
contacts across tne country. Wells, would you like to make some 
comment? 


Mr. Bentley: Back in July, the federal government did 
arrange for meetings with the various provincial governments and, 
to my knowledge, they have met with representatives of all of the 
provinces with the exception of Quebec and one other province. I do 
not have my notes witn me, so I cannot recall which other province 
it is, but apparently there have been discussions between 
representatives of the Prime Minister's Office, Finance, National 
Health and Welfare and representatives of the provinces. 


I was not part of that group so I cannot tell you what was 
discussed. I only hear about it as you hear about, so I do not know 
at what level tney were talking, what thrusts were being discussed 
by the feds with the provincial representatives. 


I nave seen reports on it and I gather the discussions have 
covered the whole gamut of pension reform, which not only included 
CPP, put included the reform of the private system as well, and 
reform of some of the other programs in existence for income 
replacement such as old age security and guaranteed income 
Supplement and so on. But as to the extent to which these 
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discussions nave gone and the freedom of information between the 
Various jurisdictions, I nave no idea what has really taken place. 


I tnink you would probably be far better off to discuss this 
Witn Dave Stouffer tomorrow morning wnen he is here because I think 
Dave is much closer to that than I have been. 


Mr. Mackenzie: Wells, as think you have pretty well 
answered the question I had, but do you know in the scuttlebutt in 
the business whether or not part of those discussions has evolved 
around something similar to .the Ontario provincial universal 
retirement system proposal as against changes in old age supplement 
Or CPP? HaS it been that general or do we know that? I am. just 
talking about the scuttlebutt now. I recognize you were not 
LnVvelved LASLES 


Mr. Bentley: J) gather there were ‘discussions on this; )but 
whether they were rejected out of hand or whether there are to be 
further discussions; i could not tell: yous f- do. noe how peandars 
would only be guessing if I said one or the other. I would have 
liked to have been part of the discussions, as you would be aware, 
but I wasn't, and therefore-- 


Mr. Mackenzie: Do you know, finally, if the discussions 
were in the framework of some of the statements such as Monique and 
others nave made, that is, tne need for some pretty basic reforms 
to the wnole pension plan? 


Mr. Bentley: I understand that is the thrust. — 
Mr. Mackenzie: That is the thrust? 


Mrw Mco€bellan:erIfiad) understand it; un. sStoutéfersyhnasmcbeen 
attending these-- 


Mr. Bentley: I think Dave has a much closer 
acquaintanceship. Whether he has attended them or not, I could not 
tell you. I do not Know, Ross. But I do know he would have, because 
these discussions would have been through Treasury officials 
principally, and the whole thing has to be discussed, the financing 
and all the other arrangements. So I would expect they would be 
much closer to this kind of discussion between the federal 
representatives and provincial representatives than I would have 
been. I am the idealist, you know that--sort of. 


Mr. Mackenzie: You are not the financial man, I Suppose, 
but do you see any indication in MacEachen's budget that anything 
at all was set aside or allowed in it for any changes in pension 
arrangements in Canada? 


Mr... Bentleyss TEoivyouw? askiymewtoriemySopinion; wvcanterseer a 
darned thing of any advantage at this particular moment. 


Mr. Mackenzie: Which is probably exactly why Monique is 
riding both sides of the fence and not doing anything. 


Mo. Bentleyael sdon'tsiknow. =irwam goindo backs tao weasebing 
periodically. You know that. 


> 


Mr. Chairman: It is a rhetorical question. 


Mr. Mackenzie: We might as well know where we are coming 
from, wnetner it iS a rhetorical question or not. 


Mi vie Moelle Pane” Tnére © are Ttwom whetorical=~questions..»,.,The 
first one has been asked, with respect to what the federal position 
is. The-Second one-is, what°is the *provincial position? Mr.» Miller 
has not entirely closed the door on Ontario support for reforms to 
tne Canada pension plan, but he said--I do not think I am being 
unfair--that he does not particularly want to see any changes in 
the CPP and he would prefer almost any other option to a major 
increase in public pension benefits. 


LAwoulldwilike “con pomntr out, that..atrac: “imporntantrifionm us;,,.-as we 
are doing our work, to be as close as possible to whatever 
federal-provincial discussions are going on concurrently with our 
work, and whatever work is going on within the Ministry of Treasury 
and Economics concurently with our work, so that we are not either 
Wasting. OUrntimeyoand that) ofwawlotvot ethersipeople,. or Baer fig, tOpr 
Pnealledtrect Loms: 


Mr. Bentley: I would have to agree with that. What we are 
talking about goes far beyond the provincial border. It is really 
Canada we are discussing. Whether we are doing it through a select 
committee itmmOntario, or whether resisea groupc¢ineBC, Ttels<Canada 
we are really talking about when we talk about pension reform. 
Whether we are talking about it through CPP or some other 
machinery, or through reform to the private system, we are talking 
about Canada. 


WeuQcanfot. “Limitv®vwit » sto »Ontariovmalone,. ‘even nthoughi« your 
recommendations would have to appear as recommendations of the 
select committee. But its impact has to be Canada-wide, and I quite 
agree that there have to be discussions witn the federal people in 
tnis area. I wish to God tney had the so-called option paper out, 
so at least we would know what they were thinking. That was 
supposed to be out by December. I understand it may not be out now 
until possibly this spring. 


Mr. Mackenzie: That is also what isolates the provincial 
universal retirement system proposal, finding some kind of 
acceptable method of discussing it with the other provinces or 
reaching agreement with the other provinces. 


Mr. iBentley: » 1°! do not. “know ‘how’ to,jexplain “this. ( It» is) a 
very frustrating position to be in, because whatever BCtIOn-ws 
taken “by any “jurisdiction in Canada reflects on all other 
jurisdictions. It has an impact on all other jurisdictions. I think 
any group having to make recommendations with respect to so-called 
pension reform in any of its areas should have a much better 
understancing and a much closer relationship with all 
jurisdictions. We have to, I feel, somehow establashetthats@r don’t 
Know now we do it. 


20250 0a.m. 


Mr. Mackenzie: It does give us one option that obviously 
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nas some opposition. But the one avenue there now is improvements, 
Whether of OAS or CPP, 1f that is a coast-to-coast arrangement. 


Mr. Bentley: -That*te rightc. 


Mi» GILL LeGSs- (ME GRRnGhatcman aul ejUet Wanted. (eo. go ~back ta 
some of the comments we made yesterday, which I still think are 
very, valid. (Damp concurring..with whats. Mr. “McClellan wad. to vsay 
really, in that, regardless of whether there has been contact 
between officials in the Ministry of Treasury and Economics and the 
federal government, I still think it is incumbent on the federal 
government to snare with this committee some of the directions it 
may be taking. 


We have a mandate to recommend policy to the government 
regarding the field of pensions, and I am still very concerned that 
Madame Bégin is unable to meet with us and that in her letter she 
Said officials would only be able to discuss with us matters of a 
factual or technical nature. Regardless of what other negotiations 
may be going on, Wells, at your level or between David Stouffer and 
other officials, I do hope that through you, Mr...Chairman, we may 
convey to’ the federal government .-our deep concern that it be 
prepared to share some of that direction with us so we can pursue 
Our work here and come up with some decisions that are going to be 
meaningful and not just whistling in the dark. 


Miron: Chad rmangie WAS S-I a:SaY enol Spagkheen, there varees pablcical 
decisions that ultimately must be made and I think some exchange at 
the political level is important, as well as having access to the 
technical information. That is something we discussed yesterday, 
and that is why I thought it would be worthwhile for our committee, 
comprised of political people, to sit down with some counterparts 
in Ottawa at least. 


I do not know about the other provinces. Wells has made 
reference -toji#itheewimpact. on, ,other \ provineess and, Ontanplo, hacera 
Special position, as you know, in regard to the Canada pension 
plan. Wnile there probably will be some change, and we have already 
recommended some change in the plan, I think the critical decision 
1S going to be whether it is the major vehicle for providing 
adequate pensions. I guess that is the concept of beefing it up, 
whether by doubling the benefits or what have you. 


I am wondering if you are prepared now to get into the 
Subject of the Canada pension plan. We had set aside time for you 
to brief the committee in connection with the CPP, and maybe we can 
get into that now, and also PURS. When the committee is discussing 
one, it may be appropriate to deal with the other, because, as the 
committee 1S aware, PURS has shortcomings in terms of universality, 
I would think, and it may impact on the question of mobility and 
such matters. 


Mr. Mackenzie: The shortcomings would go beyond that, Mr. 
Chairman. That is an obvious one. 


Mr. Chairman: Yes. I was not going to-- 


Mr. McClellan: You were not asking for a (inaudible) 


- 
Mee “hatemats No. Tadid-Tnot- want to do’ thats 


Mr. Mackenzie: I would hope also that one of the 
recoonitrons, and "t am “not *being™ the’ *least bit’ facetious,’ Mr. 
Cnalrman--given the uncertainty of the whole situation, I believe 
this committee, if it could find the strength and determination to 
G0 4807" could possibly take ra “lead =in= trying to "pull *themtogether 
ii=cernSe OC Varvery Pachinite and “posit ive’ +approacn”™ too "better 
pensions. Maybe it is’ time for Ontario to take the lead, rather 
tran yust co Look-for “what "might “be our positrom-i1n Yan sarea oft *some 
Kind or” (inaualpre); 


Masabetrrey.. f= were -apologlzerrrrgnt* oft -"the* bat. “To ° pe 
guite frank I am not an expert in the CPP. I know something about 
it. I> Know how-it interrelates with’ private’ pension -plans; “but *iI am 
not an expert such as you would have with the gentleman who will be 
before you tomorrow morning. 


I am not an expert in PURS. I have read what you have read 
aii (et hinKke="cAaciie Ore "OL YouTwcan *rearize 7 there rhave-) COysbe 
shortcomings within the PURS concept, difficult propositions that 
Woalds uave==to pe "deatt= with. inere “will be“drtticulties—-in the 
application of PURS in addition to CPP wirtch'@1s" for “all purposes 
universal in Canada. 


The imposition of a PURS program has certain implications 
that I think the-committee is now aware of. The committee has to go 
into -ait™ principally in® relation to its effect ‘on certain kinds of 
employers, small businesses and so on, because there will be an 
impact. I think you are also going to have to relate the impact of 
an improved CPP, an additional vehicle such as PURS built into the 
programs tnat we have and the other alternative, which may not be 
an acceptable alternative to a number of you but one that is 
certainly available. That is--I don't know how else to say it--to 
ensure that there are methods employed to get the so-called private 
system off its derriére, for want of a better word. This would be 
to get it to move into areas it is capable of moving into but so 
far has" resisted, or not made’ ‘the effort ‘to move into. To’ me those 
are the three main areas I think you are going to have to deal with. 


Mr. Chairman: Are they mutually exclusive or mutually 
inclusive? 


Mr. Bentley: If you are asking me about the PURS program 
and CPP I would have to say for the benefit of Canada we would have 
to give very serious consideration to improvement of the Canada 
pension plan as opposed to the introduction of PURS, whether it is 
@ provincial program for Ontario only or even if -it 1s-a program 
that would be acceptable across Canada. I think you have to look at 
it in that way. The whole system is so complex now that it would 
appear to me you will be adding a further--I am being very careful 
in saying this, Mr. Chairman-- 


Mr. * Chairman? You“don't’-have »to be--careful. “Sometimes” you 
have to be bold and frank. 


MoOeo Bent ley2 At thismmoment 47eprefer:4to «ber carefubsoyou 
guys know me. You know I am very careful. 
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Mr. Chairman: You are 65 aren't you? 
Mr. .Bentleys,1I amynot ready to yretire, though. 


Mr. Mackenzie: -You, are. telling. us .1t, 1s. .excLlusive ..but .am 
terms of improvements to private plans it could pe inclusive. 


Mr. Bentley:. Thateis.what 1. am saying. 
Mr...Brandt: Boldly. and frankly. 
LO 40Masm. 


Mr. Bentley: I am sitting here with probably three 
political viewpoints that may not necessarily coincide. It seems to 
me tnat all I can do for you is to set out the options available to 
you, and the considerations I think you are going to have to take 
into account Sim making ~a determination. Pe nope: out Of -a4bL SOEs ie 
will come a reasonably unanimous document which is a 
recommendation, not only for Ontario--and I will not fail to stress 
this--but it will have an impact on Canada. Whether it.will be 
politically acceptable in all other jurisdictions, I do not think 
at this time is material. 


I guess again I am saying to you the leadership has to come 
from here. This is the greatest concentration of population. Of all 
thes other «thangs, that) emake «it .possible,y ; Prathink *tthe Poreatece 
leadership has to come from Ontario. But I do think, no matter what 
approach wou stake ysyoushave sto, lookwatwitenot)onlysdn- thes contex® 
of Ontario put in the context of Canada, because really that is all 
we are interested in. 


Mrs Chatoman: IG .I ,may, interrupt, atenthis « point, d-sassume 
that the object of the exercise is to assure people, once they are 
out; ,of » the, “works force, ~ having! «spent. /@ddigetimes-of+)laboun 2fan 
Opportunity to live out the rest of their days with some dignity, 
self-respect and self-reliance. It is then a matter of assisting 
people to be able to accomplish that independence in their elder 
years. Is that a fair comment? 


If that is the object of the exercise, then the immediate 
problem is to ensure that you have universal coverage. I would 
assume tnat you are going to have to get as many people involved in 
a process that iS going to enable them to have sufficient income 
that tney can live out their days with some degree of independence 
and self-respect. IS that a fair comment? 


Mr a Bentleveort Yes, (and: lL) would sadd Menat wthe tconcern, 1s. noc 
Just for the individual who spends part or, even all of his work 
life in Ontario, but it has to be concerned with the individual who 
may Spend part of his work life in any jurisdiction. We should 
ensure that person has the freedom to move, which we still have in 
Canada--we have the freedom to move from place to place where 
Opportunities are before us. I think in the context of income 
replacement, when the individual determines that he no _ longer 
wishes ‘to. remain with the Labour “force °or is forced out of it 
because =ofs aercertains'pohicy thatemawiesist, iIvsthink wemhave to 
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consider on that basis that the individuals must receive reasonably 
equal treatment, wherever they may nave worked in Canada. 


Mri? Chaarmans: Then we are getting ImctoawM CaS «gareamaot 
coverage wnicn to me iS basic to a discussion of whether it 1S PURS 
Or whether it is the Canada pension plan. I would surmise again 
tnat there may be married women wno dedicate their lives to raising 
a family, which is no mean chore; they may not be in the work force 
in -termss:of beings on someone's)» payroll» yetothe stask= that)»they 
perform I think is a very worthy one if you consider a family to be 
an important institution. Does PURS cover that? 


More. Bentley: (Inaudipbe) [ no: sopportunity ysforsithatwesNeither - 
does the Canada pension plan, at the present time. This has been 
discussed by a number of people and there are a number of areas 
tnat I think you should be aware of. It has been suggested, for 
instance, that an individual could make arrangements to have the 
spouse covered by CPP by making the contributions on behalf of that 
individual where that person is a homemaker. I think if you take 
that particular approach you have to look at the impact and you 
know perfectly well that the impact would only be available to 
those people wno could afford to do that. 


If you are looking at the lower income wage earner, this 
lower income earner is going to have a very difficult time to make 
the payments that might be necessary to cover that person. So if 
Moouroane syoingosto: Jookiat iis, €youdhaveritoiehooksaaterhersmattentor 
possible subsidies. What the subsidies would be I do not know. But 
Demrcouatueered, aS. VOULsDOINteG ZOuL, @Mrag Chairman, sonat~shnould. be 
given great consideration. 


Maybe there are other vehicles that could be found that could 
compensate, in. some degree for that. situation... It. could. be 
considered--and this is only a suggestion off the top of my 
head--that a vehicle such as old age security for the spouse, which 
could>-be: utilized ;;toe a» greater .extent .thanecurrentlyids -utilized 
could particularly apply to those people, who whether by choice and 
not by choice, have remained housewives or a spouse whose function 
has peen to raise a family and who stayed there for a great part of 
Pein se VAgesor garllssomithesiredi tes 


The spouse who may come back into the labour force after 
raising tne family has a limited period of time in which to obtain 
a oenefit from CPP.) You»are also «facedewith» the: concept that where 
that individual does come into the labour force, they are going to 
come'i at the lower levels of “income’> which, then | reduces «© the 
effectiveness of that income replacement for that individual. 


I do not know the answers to some of these questions, Jim. I 
have no idea. But these are the things you would be looking at. If 
you are looking at a provincial universal retirement system program 
and you are going to say that it is going to be effective, would it 
be effective witnout taking into consideration these same questions 
that you raised? 


Mr. Chairman: What I am touching on is a broader question 
of coverage. Presumably that is an area that is of concern to the 
committee. 
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Mr. Bentley: That's right. 


Mr.  Mackenzi@:ar TI) \thinke these off. tnest’top of his heag 
comments of Mr. Bentley really are one of the areas that has to 
nave a serious look taken at it, because we have the problem of 
adequacy of the current pensions, we have the problem of those who 
are not covered. If there is an element of subsidy, and I am not 
even *Sure it. ‘has(’towberthats7 it probably has’ to)ibe .4.generalk 
revenue measure; and I do not know a better way to deal with at 
least part of it than the adequacy for the lower income people 
through old age security. I do not know how you add a little icing 
to that in terms of women who have not been in the work force but 
have been homemakers all of their lives. 


The basic minimum level for almost anybody who is in a 


lower-income job is probably what you can do with what kind of 
percentage is handled through old age security. 


Mr. Bentley: There is another option that is available. 
you did touch upon it in our last series of meetings. That is the 
requirement for increased coverage for employees who come into the 
labour force at later ages, for it to be mandatory for part-time 
employees to be covered py private pension plans which can add 
something to the income replacement of the individual at the time 
tnat tney eitner choose to leave the labour force or are forced to 
leave «the @abours force. <That:sisecam optrom isthatisyoutastarted aco 
discuss at the last meetings. It is all part of a coverage picture, 
Jim. 


Mr. Mackenzie: If that is the add-on, it has to be-- 
Mr. Bentley: That is the add-on. 


Me. Mackenzie: --perfectly clear though that is 
universally available, it is something you can purchase; whether 
you are doing it through some improvements or broader changes than 
we have seen yet in the private insurance industry or whether it is 
an additional section of the CPP or something like that. It has to 
be clear that you can, much the same as you purchase registered 


retirement income savings plans, purchase additional credits from 
time to time. 


Mr. Haggerty: I read an article in an American newspaper 
that the retirement savings plans, as we call them here in Ontario, 
are called an individual retirement account, IRA, in the United 
States. They were considering that they would open it up to include 
the spouses or tne nomemaker to use it for a tax deferment that the 
wage earner could apply an additional tax deduction to include the 
Spouse under that program. IS this an area that the committee has 
looked at or has anybody in Canada considered? 


L025 05a sax 


Mr. Bentley: The program iS in operation in  Canada.,,You 
can buy a registered retirement savings plan for your spouse. There 
are certain limiting factors. I can get you the details on that if 
you wish to have it. This program has been there for a while. In 
fact, I have to buy one for my wife this year otherwise I am going 


ak 


to pay such a God-awful amount of tax that I cannot afford it. But, 
yes, tnat is available in Canada and has been for a time. 


But, again, when you are looking at that you are looking at 
tne individual who has sufficient earnings to be able to afford 
Paator2 00} 5850 0058uSs, 000 2one'S5,000 Stransfererothis wife's or 
spouse's RRSP, and even though it is available to the lower income 
families, it just means it is not available because they have not 
got the extra bucks to spend on it. 


Mr. Mackenzie: That is the fundamental problem. There are 
a lot of single people who are going to be in that position, or 
housewives. | 


Mr. Haggerty: I was interested in the program on_ the 
American side in that if you included about $4,000 or $5,000 at the 
end of a 30-year period you get $265,000 in a retirement savings 
plan. I do not think there is a program in Canada that can match 
tnat. 


Mr. Bentley: Yes. Our program has been in existence 
longer and they have taken their key from us. But, as you said, it 
is possible to set aside over a period of 30 years an amount that 
Canwegive myousPiasticapitalk® sum for Myotrs /spouse i or lyourselfij;oca 
Substantial amount of money where you can go out and buy a good 
retirement income. 


But an individual who is contributing now, who is working 
even at the average industrial wage which is about $18,000 now, at 
that) wage, after tax, after all other expenditures, there is very 
little savings that the individual would have available to put into 
an RRSP. If ne put in $1,000 a year, there is no assurance that he 
is going to be able to continue to put that in over a period of 
Lumestihats isha factyerthaisimoteysomething»thatyl Waverdreamed up; 
but it is what happens to people. I think we have to be concerned 
about it. 


Yes; therelistacvehiclemthatsacan bemused. bt, cansbe) used by 
those people who have sufficient income to be able to use it 
regularly. But for those people, and this is the bulk of people in 
Canada, who do not have sufficient income, even though the vehicle 
isithereyithe fact thats youricannoteusesit does notehelp you. 


That is a thing that you are going to have to consider--you 
will pardon me if my cold keeps coming back on me--possibly then 
you are faced with looking at a public program which will provide 
an automatic vehicle for everybody to have some utilization of that 
vehicle, regardless of what income level they happen to be at. 


Whether this is through improvement to the Canada pension 
plan, whether it is through an additional vehicle such as the 
provincial universal retirement system, and whether you actually 
Say to private plans, "Look, we are mandating certain additional 
requirements that you must fulfil if you are going to have a 
privates pensions plan,"2uandwthatmsistito be able to say to those 
people currently not covered, "You shall, in the future, cover them 
even if it is a minimal coverage." I do not know the answer to that. 


ee 
Mr. Williams: Something like compulsory auto insurance. 


Mr... Béentley:- Something Tike” that. “f dom not Know (he 
answers. I know the problems. 


Mr. Chairman: Do you foresee the PURS plan covering any 
different base than the Canada pension plan? Would that pick up 
additional people who would not be covered by the Canada pension 
plan? 


Mr. Bentley: I *cannot’ see” in “all**the ‘readings 2I have “done 
that’eilt-willesdd “anything! that fcannotetbe done, through sthneecrr, 
except possibly one thing. Since it would be mandated, apparently 
by the province or by provinces, the direction of the contributions 
and the earnings on those contributions could be made to the 
private sector. 


There is the opportunity under the CPP to do it, but whether 
the provincial jurisidictions would agree that any additional 
contributions’ could “be “used for this “kind “of “investment. Tatner 
than--you know 1 was raised at the last meetings, Mr. 
Chairman--whether it would be used by the provinces to invest in 
the private sector or whether it would be used for government 
purposes only is a determination and a recommendation that you 
could make. 


Mr. Chairman: But Pe would be controlled by a 
provincially sponsored organization. 


MreceBentLreycs iltetcan tbe,” bue “cnem “yous coula@ divectische 
investments. 


Mr. Chairman: But would not the initial pay-in be to an 
emanation of the Ontario crown? 


Mi. BENE Leyte, PLaCan De set up Coat) wave 
Mr. Chairman: Or what is the-- 
Mr. *BenCley > (==buct “1t does "noet'have-= 


Mr. Chairman: What I am driving at is the argument that 
Mr. Bentley has made--at least, I assume that he is making it--and 
that is that the provincial universal retirement system might be 
more private sector oriented than the Canada pension plan. What I 
am doing is questioning whether that is so or not, if the initial 
moneys are paid into a government-sponsored agency, if you could 
comment on that. 


MrusiBentley : o The osrecommenddetonmia setthatio theisanvestment 
Structure should be such that the moneys through the PURS program 
would flow back for investment in the private sector. 


Mr. Chairman: Through what vehicle? 


Mr. Bentley: Through a vehicle such as the central 
pension agency, whatever you would call it. 


Do 


Mr. Chairman: Through a central pension agency--who sets 
up the central pension agency? 


Mr. Bentley: The government. 
Mr. Chairman: So it iS a government-Sponsored agency. 
Mi. -pentiey +s *That-1S-rignt. 


Mr. Chairman: Tnat government-Sponsored agency would be 
redirecting those moneys so that they would be subject to the same 
political pressures, presumably, as the Canada pension plan. 


Mr. Williams: Why would the moneys have to flow through a 
central agency? Why ‘could they not flow ‘directly out with the 


reporting to the central agency as to how the funds have been 
dispursed? 


Mr. Bentley: It does not have to flow automatically. It 
can be done through a number of vehicles as you would be aware, but 
fc) seeme "to-me that -1f you are going’ to-do “that a t* would™be »much 
more efficient to have them flow through one agency than for 
redistribution, whether this is done by trust agreement with a 
number of investment people or however you do it. 


It seems to me logical that would be the approach that should 
be taken rather than to have a rather helter-skelter system which 
might be, if you just permitted each individual to move it into the 
area of his choice. 


Mr. Williams:“'My “thought ‘there, Mr. Bentley, ‘is if it 
flowed through the central agency then the central agency would be 
vested with the responsibility of making a selective choice of 
investments in the portfolio rather than leaving that with the 
particular plan. It seems to me that, surely, people who set up the 
plan for their employees, or whatever, should be given that right 
so long as they are investing within certain well-defined 
guidelines established by the central agency or whoever under 
legislation. 


Mr. Bentley: Let me give you an example of what I mean. 
you are an employer of three employees. Do you want to be bothered 
with the direction of how the investment should be made? 


Mr. Williams: Not necessarily; I am saying the option 
Should be there and that is what I am suggesting. What I am taking 
from your comments is that it would have to in all instances be the 
clearing agency or the clearing house--the central agency that 
would-- 


Mr. Bentley: I am sorry. I did not make that clear. 

Mr. Williams: I thought that it could be optional. 

Mr. Bentley: It could be optional. 

Mr. “Willians="— Tt? could ™be*™ optional™ if “the ‘employer was 


large enough that tney nad the managerial clout and personnel to 
Manage the fund on their own. Surely they should be given that 
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igs. (CHE Central agency. 


Mr. Williams, ig? I might make this 
interjection. If that was the situation with a large employer, I 
would say tnat the probability--and ve is more than a 
probability--would be that they would have an in-house pension plan 
wnichn would exceed the minimum PURS plan. 


Lee els 


Mr. Bentley: Thist,was -<the point..1d wanted sto, brings-up-iwite 
you, Mr. Williams. When you are looking at a PURS program and you 
have all of the negotiated programs that are in existence now, 
while these are established by the employer unilaterally, I cannot 
think of one which would have a base that would be less than what 
the proposal under PURS would be. Therefore, you would have to 
deal, I think, with this. kind of a sitwation. You wowld shavesice 
arrange... OL) pat» leastes consider  ianranging,s fOr @.that aking. sorte lag 
employer to opt out of the PURS program. 


Mr. Williams: That is what we talked about earlier on. 


Mos wBentleysaThat iS solght., LEevou «226. GOIngwiLO scalecos sige 
to have to integrate part of his program with PURS, then, yes, it 
could be handled your way. But the logical approach would be that, 
if an employer has a program that is better than the PURS program, 
it would be entirely possible to have that plan opt out under 
certain “rigidy Condlerons e,and. .the. conditions. wowldgshave Cog .be 
rigid. Tnere would nave to be at least reasonably equal vesting and 
transferability rignts. All of these things would have to be in 
there because that is built into a PURS program. 


Mr. Williams: In other words, 5h that Pabticulas 
employer's program waS richer or above the minimum requirements as. 
spelled out. .at the PURS. level, then,.of course, they. could, go..on 
their own as long as they were maintaining a standard above the 
minimum requirements. 


Mrew Bentiey: That 1S right. But if you have an, ndividuas 
who transfers out of that program, what level of benefits are you 
gOing to cause to be transferred out, those equivalent to what he 
would have received under a PURS program or the full benefit? In 
otner words, are you going to make the vesting conditions exactly 
the same for the employer's plan as you require for PURS, or are 
you going to require a minimum transferability of the amount that 
ne would have received if he was a member of PURS to be the amount 
wnich is transferred out, if I have made myself clear? 


Mr. Williams: I guess that is one of the problems we have 
to grapple with and resolve. 


Mls. BDEDULey . Toate Lone. 


Mr. Chairman: PURS is not designed as an add-on plan, is 
it, whereas the Canada pension plan in effect is? At least I see 
that distinction. there. Am 1 cerrecty in that ofr noe, 7. coocgnt that 
PURS was to ensure that you had a broader base covered with some 
Kind of a pension, not that it be stacked on top of the Canada 


LD 


pension and the employer's pension or current plan. It was 
Ssomecbhing [rem rine- antroduced:yuhether;  ratve fact) latt. Was 1 not’ t'an 
employer's pension plan. 


Mes Bentley: Then’ ‘yous are - talking about a different 
thing, because if you are saying only to those employers who have 
no pension plan, "We will now cause you to have a PURS program," 
that is one thing. But if you are going to treat employees with 
some degree of equity, that is the transferability between the 
current, private plan which is automatically excluded from PURS, 
and the IRS program, you are going to have to have some degree of 
equity for transferability of pension rights, and that 1s another 
Ehingigwiitens--you sarees: goingactowhave bitopdealia with! Jif: thaterisy the 
approach which you are going to take or that you decide to take. 
YOu are going to have to look at the ramifications of all of these 
Kinds of things. 


you made a recommendation--and I suppose I was part of 
it--that vesting should, in a private plan, be after five years of 
service, witn the possibility of improvement. You placed the onus 
on the pension commission, at the end of three years, to review 
tnat situation. You make the vesting--and the vesting rule comes 
through under the Pension Benefits Act that from this day forward, 
vesting shall take place after five years of service. 


But under the PURS program, you are not Saying that. You are 
giving a much tighter control through vesting to the employee who 
is Caffected §ithat is, “the ltransferability oright.) Are i you going™to 
Say to -the major employer, who already has a plan, with 
respect--and this you have to consider--to the benefit that is 
derived under nis plan, which is comparable to what would have been 
derived if he had been a member of PURS, are you going to allow him 
the freedom to transfer that as he has under the proposals for 
PURS? It is a complicating factor, but it is there and is something 
that you are going to have to look at. 


IT am sorry I. cannot give syou -any answers .to.-any ofeithese 
things, put some of the things appear to me to be things that you 
are going to have to consider. That is the best I can do. 


Mew! I Gildies: onl wathinkisoneienimterpretatlongnthaet:scoukd)4be 
placed on what you are saying is that PURS would in a sense 
establish a minimum standard, that the vast majority of industrial 
employers would probably be opted out. 


Mr. Bentley: Very likely. 


Mr onGilbtess maithinkioveryedm@ikelys <So #PURS vas sone? option, 
then, I guess, of attacking the coverage problem. 


Mr. Bentley: That is right. 


MréeeGilla#es: cBut> in. qamesensepiciteisets Jasminimum:standard, 
does it not? It Says to the people who have existing plans: "This 
is what we are going to bring in. If you are already providing a 
better system than that, go ahead." I Suppose one way an employer 
might look at it is, if you want to avoid the bureaucracy, if you 
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want to stay out of PURS, then you initiate a plan that is slightly 
better than it. 


Mr. Bentiley:,,Theny again, you end up. Withy»stransfierabilicg 
rights, and that iS something which you are concerned about, the 
so-called portability... e.will, not:suse .the word) portability ;.saa@ 
rarelyuoilS., It, Sy ea ptransfer. hight, sawhere, your abe; sayingacko Abie 
employee, "Look, in order to build this accumulation, however it is 
done, in order to build this accumulation so you have a reasonable 
level of income when you are no longer in the labour force, you 
have to arrange for transferability rights in some manner," whether 
tnisia1Si .to“shisis newed employer :siwhetherp its »asanto) ag )locked-—ws 
registered retirement Savings plan, or whatever vehicle you 
determine 1S a reaSOnable one in which to place this sum which will 
be accumulating constantly through the employee's efforts, so that 
when he reaches retirement age there 1S a Capital sum available for 
him to go out on the market and buy the best annuity he can get at 
a given moment. 


You nave to look at transferability rights. Whether you like 
the idea or not, it is part of the so-called reform package, no 
_Matter which approach you take; whether it is simply through the 
improvement of the private system aS it exists now, with certain 
requirements to add on people who are currently excluded from 
coverage, and this 1S principally part-time employees. If you are 
going to go beyond that and say, "LOOk, we want an adjunct to the 
CPP"--because really that iS all PURS is, it is a program to build 
on to the CPP without disturbing the CPP as it exists in Canada at 
the present time--then you would have to consider giving 
transferability rights to the individuals who accumulate funds 
through PURS, you have to give those rights, and now you are adding 
in a complicating factor py inserting another thing between CPP and 
the existing employer plans. 


Whether, it iS sa good things or pnoty acl paMe nOt)-abGguing. sdasem 
just Saying these are some of the areaS that I think you have got 
to look at over the course of the next-- 


Mr. .Gillies: seequite sagreeipwithdivous 29 think o4 tonismcenkev 
issue, because otner members may be getting the same feedback I am. 
I) am increaSingly/ getting® ‘constituents ‘saying; e@"Hey,>-I've.got se 
much benefit accumulated in a plan, and the return on it 1s 
absolutelywdreadfulby! andwif oI «<hdd controbsofethatamoney i Ioscouid 
invest it and*get a much greater return. “the ?backH/of" flexibility 
there is something that I think we have to address. 


Mr .: -Bentleys: That is *trhues atiwithissepadrticuiar moment, but 
I can take you back to 1974 when people with RRSPs, and depending 
On the type of investment they. put their RRSPS in--and I used to 
Know some people that, if they had had to cash out at that time, 
would have been lucky to get out with 60 or 70 per cent, because of 
a Market condition. It was not a permanent market condition, but if 
the individual went up for retirement at that time, that was what 
he faced. 


I nave the Same arguments presented to me, that, "Yes, I 
could do better than what my pension plan is doing." Whether in the 
long run he really can or cannot, I do not know and neither can he. 


Avy 


Rldenescanisay Veyporaghte now Pet ves; Wrcanrgo out iand wet. 15.5 -or 16 
per cent interest on my moneys that I have available to invest," 
Which he can. But I do not know whether he can get that four years 
down tne road. I do not know what kind of investments he is going 
to put his money into, whether it is going to be Canada Savings 
ponds! oOuMwhethnersitwisitigoing: to bede goodschunki.of rt irmsequities. 
I have no idéa what he would choose. 


BL ebO. oem: 


I think you covered that in one of the recommendations, 
saying that as far as the employee who transfers his money out the 
employer has no further responsibility. What you were saying at 
that time was: "Okay, Joe, if you take your money out and you go 
into eguities and at the time you are up for retirement you can 
onlnwnageta 75, 7perecent? .60f hwhat. yousewent sin swithy that.ers, tough 
bananas. That 1S the way the game is played." 


PreeGrlties<) YOU win Or slose, Lt. is your decrsion. 


Mr. Williams: Was that not the main feature of adopting, 
or being sympathetic at least, towards the locked-in RRSP concept 
which would assure the continuity there as far as the portability 
feature and the associated problems to portability that we have 
been talking about in the private sector? This would ensure that 
there would be ‘this ‘continuity of ‘keeping those assets of the 
individual employee in the pension area. 


Mré. Bentley: sThatis -right.)1 amynot, disagreeing with. the 
principlep.John, +you know that S4What I ‘ai tsdying “vs that*-when'a 
person comes to me and says, "I can do better than what my pension 
plan is doing," I: do not. know whether he can-do better in the long 
Bune ekfter ablfert hevis Yonly ageyS5mivdo snot iknowdwhat® héfsisegoing 
to end up with at age 65, and neither does he. 


Mr. Haggerty: That is another problem. Take a close look 
at the pension plans now in some of the larger corporations here in 
Ontario, I think they are fair. They are good pension plans. I am 
thinking of Inco, for example, and John Deere, particularly around 
my area. They have a better pension plan than many others, and the 
employees, although they may not be happy with the job, Stay there 
for the purpose of the pension. As soon as you put the portability 
in you are going to have more individuals who are going to move 
from one place to another. They are not going to Stay working for 
an employer for 20, 35 or 40 years; they will be moving out 
wherever they can get the two or five cents an hour more. They will 
be moving in that direction. 


As far aS portability goes this is one of the aréaS that is 
going to cause employers problems. I can think of the PURS program 
which suggests a type of retirement plan. I can see the extra cost 
to companies who have to keep additional staff to assess the 
Cnanges when individuals leave an employ. 


Miz. Chairman: would the PURS contributors be any 
different than the Canada pension contributors? 


18 


Mr... Bentley: -If “youtxask méeitor, my “Opinion; £ Tecannotesecerms 
hell of a lot of difference. 


Mr. Cnalrman: Tney are the Same people. In other words, 
1f you mandate a PURS plan then it iS going to be an add-on to the 
Canada pension plan. That iS what I am getting at. It covers the 
Same people and preSumabdly it does not enlarge the coverage. 


Mr. Mackenzie: Two inechanisms to do one job is not really 
gOing to make a hell of a lot of sense. 


Mr..e °McCléelldans + Youvrstil? thavesinotidealt twiths some Voreyrene 
Structural problems within the Canada pension plan with respect to 
home workers, part-time workers or low-income workers so you are 
Simply setting up a parallel mechanism which duplicates the defects 
of tne Canada pension plan so that the principal problem that we 
deal with politically, the plight of single pensioners below the 
poverty line, would not get any help at all. 


Mr. Chairman: “What you “are” doing is mandating” a’ second 
plan. Tne Canada pension plan is a mandated plan, so what you are 
doing is mandating a second plan on a provincial basis which is 
going to cover the same number of people and which will provide for 
a two per cent contribution by the employee and a two per cent 
contribution by the employer. That is all. 


Mr. Bentley: I cannot see anything different, except what 
L* spoke’**to “John “about. “inhat \ was ‘the tact) tha =the “aLemace 
investment of that would flow back into the private sector. 


Mr. McClellan: When Donna Haley was here -:before the 
committee she conceded that the principal rationale had been an 
investment rationale, that what they were concerned to do is make 
sure that people got covered, number one, but that the fund did not 
end up in the public sector, that it was in the private sector. 


Mr. Chairman: Then what would the difference be in 
mandating that all employers have a pension plan? I am not 
advocating this, because at the moment, as I understand it, there 
is nothing to force us to have a private sector pension plan. But 
what would the difference be in mandating that all of the private 
sector have a pension plan and set the same standards as the PURS? 
That, in effect, is what you are doing. 


Mr. Mackenzie: .Except that you might have a dozen or 100 
different carriers unless you set one-- 


Mr. Bentleys" My” suggestion=—ande lt "chink = 1t is" Somethend 
that you should:consider--is if you go the PURS route, whether you 
Should have a number of different carriers, allow them to receive 
under parts of the program, or whether you should say this is 
sponsored by the provincial government or by provincial governments 
and therefore the function of the provincial government is to 
ensure that tne investment of those moneys goes back into the 
private sector under certain conditions, and it can be made. You 
can make those conditions, Sanction them, and whatever 
contributions flow in can go back into it. You can even enlarge it 
to allow certain selections of employees to move to--you can build 
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PncLOUtnatoe program. Sti.wil Wobecome,(complicated, but .iti-beisentirely 
possible to build into the program the opportunity for the-- 


Mi gen Mackenaice: .pxOu.y could wu legitimize essome,.,.of the Tory 
investments just like that. 


Mr. Bentley: I was not talking about anything like that. 


Mr. Haggerty: You have similar plans now as it relates to 
private investment. Take Ontario, through the Canada pension plan 
and the millions of dollars they have been able to borrow at a 
reasonable interest rate, that it has been applied to certain 
projects, such as schools and universities in Ontario, which has 
allowed the government to go into other areas of taxation to 
collect revenue that comes into the Ontario Development 
Corporation. There are million of dollars there which are being 
Eunded sthrough: thaty-corporation. aiDt «goes: icback itozyothe 2private 
Sector: . 


It is the same thing with the Canada Development Corporation. 
The pension plans allow the government, in some other area, to 
generate revenue and it is applied to a corporation there that 
funds it out into the private sector. So the government.is in this 
particular area now. 


ITisuppose when Iwdlookseat)a:ty here;,ool tusks). Just -apfight sbetween 
who can /get the largest extra capital through)» pensions or. the 
private sector. Government has a hand out there and the private 
sector has a hand out here. They are saying, "There is an area that 
weocanvtapa nit Sisva fightmfior money 211 Nave «seen? thesshort-change 
of pensions and I have personally gone through it myself. I thought 
I was in an industry in which I was going to be secure with some 
form of a pension. For various reasons, a person moves on and you 
lose that. You get back what you put in there. 


I can cite other areas where private pensions in the past 
have been brought to my attention. A person worked 38 years in an 
industry and thought that the company was matching such a program 
leh Seep ravate. sector,4 land jo. .andtbéehold,.°2t “was -notwthatss all 
that remained to his surviving spouse was just the portion he had 
paid into this particular insurance scheme. I will tell you, it has 
been a shortfall. I have seen different schemes in the province and 
there are some companies that have exceptionally good plans, but I 
Can just see the scramble here for the private sector and the 
government in getting some easy capital or easy funding for certain 
projects. 


I still look to the United States, and even though we may be 
better in some areas in the pension schemes, much of their pension 
plans are funded» by ‘the private>»sector, but they invest in. the 
government bonds and things like that and secure the programs and 
plans over there. 


By getting into an additional retirement program here I can 
just see us loading up government bureaucracy to make sure that you 
are policing these present investments by larger companies and 
imdividuials ~cor®a. combinationwofetwo .crivthree sof? them together.» I 
Can just see the extra cost involved. I am new on this committee 
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but I have not seen anything yet to show me the long-range benefits 
in this program as we go into extending the PURS program into other 
areas of industry that perhaps do not have any pension plan. 


hal toy Claes tha 


Mr. Chairmans What» you. are» saying ais, that youssdo, not see 
any benefit to the PURS proposal. 


Mr. Mackenzie: I weawonder,.. » Mra Chairman, Ling nWwe bhco | Gam 
respond to a bit of a concern that I have. We are obviously going 
to do it in any event, but it seems to me we are going over what I 
am sure was years and years and years of agonizing as to how in 
blazes we establish some kind of a basic pension plan for Canadian 
people that led up to the establishment of a combination of OAS and 
CPP to begin with. It was a debate that went on for years and a 
hell of a lot of people who were really involved in it came to that 
conclusion. We are, to some extent, covering the same ground here 
again. I guess we will do it. 


I am wondering, in any other areas of the world where they 
have pension schemes, whether they are aS good or not as good as 
Ours but preferably where they are better than ours, if there are 
any areas where they have been able to effectively meld the public 
plans and the private plans. I have a suspicion that something 
along this line has been met in West Germany, I am not really sure, 
although I suspect that the investment could not be invested by the 
private sector without some accountability... 


It seems to me that in most countries where they have got a 
universal pension plan they have gone the public route. I am 
wondering if we nave any particular examples or if we can get any. 
It might help us in what we are trying to decide here, if there are 


two or three examples where they have been able to meld the two 
approaches. 


MreyBentleyie . sthink thateyoushaveg.toy Look pant. conlye. ae 
West Germany, but at the programs in existence in France, in the 
Netherlands--I forget which ones particularly--I think you should 
take a look at the programs in Sweden. I think also you should take 
a look at the programs in existence in England. 


Mr. Mackenzie:. Do we have any kind of--I. guess. it .is 
difficult to get--an effective summary of those? 


Mr. Bentleys) .Ja-think JO0r, library nas, Some. “1 ,shaAMerguioe 


looked at them for years ‘but. 1£ 1 shave not ‘oot “any, Mr. Tulloch 
Our research officer, will find them for you. 


Mrseowilliams: ¢in: thatesredardy iaMr.egGnarrmanpma, kot .afieithe 
committee members attended the pension conference that was held at 
the Skyline Hotel--the Financial Executives Institute pension 
conference. I believe our provincial Treasurer spoke back in 
November and was one of the keynote figures at that conference. 
Another of the keynote figures, I think, wasS your counterpart from 
the United States who had been a very high placed civil servant in 
the US administration and recently retired. He had done very 
extensive comparative analysis oof programs in the European 
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community and gave some analysis and comment on the various 
programs available there. 


1“ Yonink ‘ehePointormation “thats fiowed’ fromisthaty was:' quite 
revealing and quite interesting and, I think, would address the 
comments that have been made. If that information could be tracked 
down and made available to us I think it would speak specifically 
to the guestions raised and the comments made by Mr. Mackenzie. 


Mr. Mackenzie: I am concerned particularly whether they 


have been able to meld the private and the public plans with some 
universality accomplished. 


Mr. Bentley: Yes, I know what you mean. 


Mr. Mackenzie: It may give us some guidelines--that is 
alt=) lam4raveing = 1tr tor. obviously “have’umy” own” biases **in ~ this 
whole Mreawor "pensions but) “rethink ," Sifstwe sare goings “to. discuss 
enecs,;ethatwkind ofb@information wilh be ‘useful. 


Mri-@pentley: G81" can’@get “tryout summdaries.oe Lawillhit get. Mrs 
Tulloch on it right away and we should be able to get them in a 
matter of days. There are some good summaries around but I just 
Cannot recall what our library does have on them. 


Mr. Chairman: That would certainly save some travel if 
vou couldhdo@that: 


Mr. McClellan: They say second-hand is second-best. 


Mr. Chairman: That might be useful. Presumably you are 
talking about a blend that will accommodate-- 


Mr. Mackenzie: If there are examples that we can look at. 
Whether they are appropriate for us or not, I do not know. It may 
cut down some of the time we will spend on discussing this, because 
I really do have the feeling, even though it may be necessary, that 
we are just covering ground that has been covered for years and 
Years and that. the-stinal1ine “so far=-" What 4° tan Hooking. KEocy eis 
there something that can give usS an argument to look at any of the 
private plans. It seems to me that the bottom line in almost every 
case in the discussions in Canada has come down to the only 
effective, universal way to do it is through the OAS and the CPP. 


Mr. Chairman: That iS a point of view. 


Mr. Mackenzie: It is what has happened up until now; it 
is not just a point of view. Whether it is mine or not is-- 


Mr. Chairman: When you say it is the only method, that is 
going too far. 


Certainly, I would think that the Canada pension plan is here 
to stay. What I am questioning is whether you want to stack a PURS 
plan on top of that. If you want to mandate additional extractions 
from employees and employers in terms of deferring some income, 
then I am questioning the sense of creating a separate mechanism to 
do that. 
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Mr. Mackenzie: No, it does not make any sense to me. But 
we are obviously going to go through the discussions. 


Mr. Chairman: Mr. Bentley, again maybe I am going over 
Old ground, put obviously the royal commission spent quite a bit of 
time on this. They did some in-depth studies in terms of the 
coverage,,.problem, They) came. up iwith.this .PURS + program. ~ ALD) -~1. yam 
doing is asking you again, I suppose, whether you see any advantage 
to that PURS program. I£ you do not see any advantage, what 
disadvantage do you see? 


Mr. Bentley: Having gone through at and heard if 
discussed in every area that I can think of, including discussions 
with members of the pension commission of Ontario--and I am not 
quoting them--but my own personal opinion is that the add-on 
through a PURS program iS unnecessary. We have existing vehicles 
that can do the same job and I think more effectively. They are in 
place. It is a matter of how far you want to recommend changes to 
what exists. 


I do not think that the additional machinery that would be 
required to to operate a PURS program is necessary. In other words 
you are going to have to set up a bureaucratic program and put 
somebody like myself in charge of it. You are going to have to have 
a staff that will be performing no other function than a function 
of an add-on to what exists. 


Ifyou *are™ Looking *ateuito(seriously, yous should look. at aa 
from this viewpoint. First, is it necessary to increase the level 
of benefits for people under the existing programs? This includes 
€PpPviand vveryiclikely.oldy ‘age ‘Securdty.@l -amivelLeaving “out? the 
guaranteed income supplement because you already dealt with those 
in the previous report as to the way you felt they should be 
utilized to bring people up to at least a level of income which is 
equal to the so-called poverty line, whatever that may be. 


If. youwvare).. Looking: sat,it)> jourhaveptos look wate tlinh, terms se 
coverage. Can you get the same coverage from CPP with possible 
changes in the structure of the CPP? Can PURS provide additional 
coverage that would not be available through the CPP? 


dL: 30. a.M. 


You thalso«~haver) toe tlicok £tatwither funceton. Of .fURS in sic 
relationship with not sjust7.CBR; but swithea the existing « private 
pension plans. At the present time we do have, and have had over a 
period of years, a reasonable relationship between CPP and private 
plans that are in existence. Do you want to disturb that to a great 
extent? No matter what recommendation you make, whether it is the 
PURS approach or whether it is the improvement to CPP, you will be 
disturbing private pension plans. I think that whatever approach 
you make you should understand the ramifications of those changes 
with existing private pension plans because there will be 
ramifications. 


This will be a matter that will affect union negotiations in 
the future very seriously. It will be a matter that will affect the 
establishment by an employer, unilaterally, of a pension plan for 
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his employees which is really supplementary to the existing CPP 
arrangement. 


I do not Know how to state it any more simply than that, but 
these are the things I think the select committee has got to look 
at in order to come up with a recommendation that is workable in 
Canada, not just in Ontario, and provides a degree of equity. If 
you are seriously concerned about income replacement for people who 
pres Torced “OUC VOL. the’ labouirSiforce;: for “whatever reason, I» think 
these are the things that you have to look at and you have to be 
concerned about. 


To me, adding the third level is, in my view, unnecessary, 
but you do not have to take my word for it. I think you have to go 
PnEOSNit. Paneidepths! andic understand scthess ramifications of ‘this 
additional vehicle that was proposed by the royal commission. 


I do not know what else to.say. That is the problem that you 
are faced with, and that covers everything--coverage, the extension 
of coverage, the improvement of income replacement for individuals 
who are forced out of the labour force. That is really what you are 
looking at. 


Mr. Chairman: You have answered my question in terms of 
PURS. I was asking whether there are any advantages or not. Your 
response, aS I understand it, is no--that anything PURS could do 
can be done and is being done now through the existing mechanisms-- 
presumably through the Canada pension plan, private pension plans 
and registered retirement savings plans. You did not mention those 
three but I think that is what you meant. 


Mio MmMackenzie:- WMr. o:Chatoman,aetwould, Sitimhelpativsi. focus 
Matters or would you consider it premature if a motion was put that 
the PURS approach, per se, be rejected by this committee? That may 
help us focus on what we have to do in terms of the universal plan 
and in terms of melding in what is there in the private area. There 
may be people here, but I have not yet heard a defence of PURS or, 
more importantly, that it would be particularly advantageous to set 
iomcne thbrasctirer. It might berthatuwe can start getting into. more 
serious discussion if we move the motion that we reject the PURS 
approach. 


Mr. Chairman: In response, #51 ‘think it may be- premature to 
put a motion such as that. 


Mr. Mackenzie: I prefer to move it also simply because I 
do not think we are going to focus real discussion as long as we 
are fooling around with it; yet there seems to be no support for it. 


Mr. Williams: Mr. Chairman, I think Bs would be 
presumptuous for the committee to be making any major 
recommendations in the way of motions at this time pending hearing 
from the rest of the delegations that are going to be coming before 
us in the next two weeks. I think it would be an affront to them to 
make your decisions pefore they even have had their say in the 
matter. There is no point in. holding further hearings if we .are 
going to start this prejudging of the situation regardless of what 
some of the thinking may be in the committee. I am not arguing with 
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Mr Mackenzie, but’ I T€HInk™St 2s the “wrong time “to stare "taking 
those kinds of steps. I think we have to bide our time for the next 
couple of weeks. We are simply trying to crystallize our thinking 
in this and get an overview of the situation without taking 
specific action. 


Mrs. Mackenzie’ I ‘ame*yust trying - to) *getlsuc einto Vdiseussina 
what has to be discussed. 


Mr. Williams: There may be others who feel there is some 
merit to PURS, notwithstanding the negative aspects of it that have 
been emphasized here this morning. I do not think we can assume 
thaeeLe 1S “put covrest. 


Mr. Riddell: We do not know all the facts either. We seem 
to have been concentrating on the benefits of various programs. We 
have not looked too much at the cost. I am going to tell you, the 
scary thing to me and to anyone I have talked to about this matter 
is that if we go, say, the Canada pension route, as we learned in 
the last session of this committee, it is going to amount to about 
one fifth of one's income by way of contribution towards this kind 
of plan. When you tell somebody they are going to be contributing 
20 per cent of their income towards a pension plan, they look at 
you and say, "Look, boy, you are telling me that--" 


Mr. McClellan: Where are you getting the 20 per cent? 


Mr. “Riddell: ‘That’ is ‘what -“it® "says. ~in "the Last-“sesstion; 
if I recall correctly, if we were to double Canada pension benefits 
it iS going to amount to about 18 per cent of your income by way of 
contributions a few years down the road. 


Mr. Chairman: The speculation was that if no change is 
made, the Canada pension plan premiums would nave to be increased 
to’ about? nine “per “eent.” Ti you" ‘ave ~going” tomdouple = that7” fetes 
about 18 per cent. 


Mr. McClellan: That would be in the year 2050. 


Mr. Chairman: Those were some of the figures that were 
thrown around. I am not verifying those -figures; I ‘amo’ just 
redirecting your attention to some of those without commenting on 
their accuracy. I ‘think your’ question’ is valid ini@terms-of-the cost, 


Mre -Wilitams?” Those’ statisttes “are -on® cage — 2a of +*ehe 
Summary report dealing with contribution rates. They would have to 
be increased to 12.53 per cent from 1980 to fund the CPP, including 
amortization of the present unfunded actuarial liability of CPP 
over 50 years. “Then it goes” forward Erom I960, Indicating further 
additional costs that would be involved. 


Mr.’ “Riddell: The point"I am. “trying “to mMmakeloLs swe erealty 
have not considered the costs of the various programs, so it is 
premature to say we are going to reject out of hand one of the 
programs, which may be the most cost efficient in the long run. I 
don't know that much about the PURS program. 
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Mr. Chairman: One of the disadvantages you mentioned when 
I asked you if there are not any advantages what the disadvantages 
are, was another layer of bureaucracy which iS unnecesSary to 
Create when you had one in place already witn the Canada pension 
plan. The other thing you mentioned was the impact on collective 
pargaining, which you may want to explain a little further. 


Something you did not mention was the impact on employers and 
employees, because generally speaking these people would be in the 


lower-paid jobs and would be the small businessman. Is that not 
correct? 


Mr. Bentley: ‘That's right. Whether, you go the PURS. route, 
whether you go the CPP, or whether you leave CPP and go the PURS 
route aS an addition to CPP, there is a cost impact. Most employers 
in Canada now are required to contribute to the CPP. There are very 
few who are excluded; farmers and fishermen are about all, if I 
recalliconrectiiy,| 


Mr. Riddell: Those damned farmers get all the benefits! 


Mr Gillies: DO we have enough information at our 
disposal, Wells, to attempt to quantify the cost projections on 
these various plans? In the last session and yesterday and today, 
we keep talking about the cost “implications of CPP and PURS. I 
think it would be very helpful if we could take a couple of sample 
income brackets, build in some inflationary assumptions and apply 
the two models to them to see what the cost implications are. Is 
that possible? 


Mite hebOnin OVetnesl ton lSe possible us lo edonenGty nave mthesefacility 
eOmoOwLt. My computer will not. take, that «skindsof-intormation..JIi+as 
@ workingecomputerss itisis notseforedevelopmentke Buti. cam: surerthat 
somewhere in government this facility exists, perhaps through 
Treasury. It might be something Dave Stouffer's people could 
develop for us. 
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Mr. Gillies: I wonder if other members of the committee 
think this would be useful if we could ask our research staff to 
LOOKsyitieerothis il thank ati wouldivbe helpfully for, usw ito ahaveg some 
concrete figures to base our discussions on. 


Mnew o McClellan: Beforeacowers ddahit,~aMr. 2 Charrman,psowe o should 
find. out how -much it» would»:cost to do those kinds of computer 
Simulations before we authorize that. 


Mr. Gillies: I agree. I have no idea what it would cost. 


Mr.=a9e@ousenss oMrwee Chadkrman, daion support: yvawhates Philip was 
suggesting because in dealing with theory and philosophy--and I 
think we have done a good job of trying to understand concepts, but 
I would like to see some practical numbers that come out in a 
couple of model situations so that we can then really get a feel 
for the impact of some of the potential recommendations that could 
come from this committee. Jack was saying it very well with the 
fear -of the thigh-cost.of it.I) would: like to);:get. «a» good»sense of 
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that “before I smade® "anyodeécisions “That as right.down-to-earthg 
practical thinking. 


Mr. Chairman: In that regard, we have not undertaken 
research of that nature in the committee. We try to utilize what 
has already peen done by the royal commission. 


Mr. Williams: That material is in this report. 


Mr. ©“iChaitmanée? sf ycthink#e it@mimaye beliterewalready Sands Wee 
suggesting that. you.,look at that. Even simulations “are ane 
necessarily correct. 


Mr. Williams: There is a fairly thorough analysis done on 
some of these cost implications in the reports. 


Mrs Bentd eyes Yess athiere basse Pm don nae recall which one, 
John. I will have to go through them. But there is an awful lot of 
information available there. 


Mr. Williams: We can just draw on the report itself. 


Mr. Cousens: We could spend time on it at some point over 
the next few weeks. Can I make one more comment? I appreciate what 
Bob was saying in trying to head off unnecessary, prolonged 
discussion on certain things where we might well come up with a 
negative conclusion or not make a recommendation. To that extent, I 
would like to see us at least look a little bit more at PURS before 
we close the door on it. I am almost where he is, but I would be 
afraid that by doing so we would cut the process in half and not 
give that full opportunity that we, as a committee, should be 
giving to that recommendation. 


Mr. Mackenzie: I said from the beginning the Tories were 
not going to buy PURS and you are encouraging my belief. 


Mr. Chairman:, You are not always right. There has alse 
been the suggestion of a modified PURS program too. There has been 
some suggestion that it be--I think it was the Canadian 
Manufacturers' Association--implemented at the option of the 
employee. I should not quote anybody, but somebody who came before 
uS suggested it might be available at the option of the employee. 


Wells, you did not develop your comments about the impact 
this has in terms of the collective bargaining process, or what it 
might’; mean (fins, terms, of ofurther--igomhate. Atoms use, | the. Bword 
"confiscation" because it is really not that--deductions from 
salary of moneys that the contributors might be in the worst 
position to afford at that particular period in their lives. 


Mr. Bentley: The point I was trying to make, Jim, was 
Simply that since CPP is in existence, it is recognized when there 
are negotiations, or Lt is recognized by the so-called 
co-ordination between the benefit structure of the private plan in 
relation to the individual's expected income from CPP and, in some 
cases, from old age security. So there iS an integration factor 
which has historically been in place ever since 1966. There are 
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very few plans that stack the private pension plan on top of the 
existing CPP. A few do, but not too many. 


If there is an increase in CPP, and I think you could safely 
Say that if there is a PURS program--and this is something you are 
going to have to look at--and there is no right of opting out of 
the PURS program by any employer, you are going to find that there 
will be integration or co-ordination between the level of benefit 
offered by the private plan to their employees which really says: 
"This is your maximum benefit. However, you will receive certain 
benefits from the CPP and we will use that as an offset to the 
level of benefits that you will get." 


Thate<exists jin our ownSplanss ‘fora thes:publiestservants. It 
exists in most negotiated plans that there is a recognition that 
the ultimate level of benefit would be such and such when the 
individual reaches age 65, but part of that benefit will be made up 
from CPP and, in some cases, including old age security. So if you 
increase the level of benefits through CPP you are automatically 
going to affect the co-ordinating formula, at least I would expect 
so, that you would automatically cause the co-ordinating formula in 
che torivatentpéensiron * plan. ttom.be wichanged,Se¢to® some. oextent;! '*to 
recognize the increases in CPP, or if you add on a PURS program, to 
recognize the increases in level of benefits that would be obtained 
both through CPP and through the PURS program. 


So there will be an effect on the private pension plans in 
existence, or that would come into existence in the future, because 
they will necessarily say there has to be some co-ordination 
between all°of the benefits that are available to*'the individual, 
even if these come at varying times in the individual's work life. 


In other words, many plans now provide that you can retire at 
age 60 after 10 years of service, and they will build a bridge 
between age 60 and age 65 when the CPP would be payable to the 
individual, and the bridge is paid by the private plan for that 
period of time so that if the individual leaves at age 60 he gets 
full benefits, which would include the amount he could be expected 
to receive from CPP. At age 65 that benefit disappears from the 
private plan but it is replaced by the Canada pension plan benefits. 


When you start adjusting it you know perfectly well there are 
going="to®™be adjustments? to® »the® private’ plans“/to- recognize 
increases, however the increases come, whether they came through 
CPP, whether they came through a combination of PURS and CPP, or 
whatever. °'There) Shas to -be Va’ co-ordination, -and, it will “have ‘an 
effect. No matter what recommendation you come up with it will have 
an effect on those private plans that provide for benefits over and 
above what an individual would be entitled to from CPP at the 
present time. That is the only point I was trying to make. It would 
affect negotiations in that in negotiations you are going to have 
to recognize the greater level of benefits that might be provided 
through CPP and/or PURS. 


Mr. Chairman: Do you perceive PURS as an add-on? 


Mr. Bentley: It depends on the way you approach pbs. oul £ 
you say it is mandatory for all employers regardless then it will 
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be an add-on to employers who already have a private plan in 
existence. It will be an add-on to those employers whose employees 
are currently only covered by CPP. It has to be an add-on. 


Mr. Chairman: Regardless of the benefits under a private 
plan? 


Mr. Bentley: Regardless. They will be co-ordinated in a 
different manner, Jim, than it is now. 


Mr. Chairman: So it is going to, cost both the employers 
and employees more money. 


Mr. aBentley: Momuinerease lmthew CRRa iti’ teudgoingsd'tonecoms 
money, and PURS is going to cost money. 


Mr. ;Riddell:, sIt.«<wills be«.,an add-on. :aS.wlonq cast »Canada 
pension remains in place, which you say it will, and it will be an 
add-on as long as private concerns have their own pension plans, 
but if PURS was introduced and everybody went the PURS route, and 
Canada pension then went by the wayside it would not be considered 
an add-on. 


Mr... Bentley: . Thats; is, true;y..but. you. almost ,automaticalig 
have to go on the assumption that it is going to be well worthy in 
some form. 
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Mr. Haggerty: But has there been any consideration taken 
into the present additional program for retirement, that is to the 
retirement savings program? More people are moving in that area. 
That is an option they have. The question is you can come in with 
another pension fund. That is going to tap another source where the 
person says, "Well, that is an infringement on my rights that I 
want to take this route here." That is the risk that a person will 
take if he takes the retirement savings plan. That is where the 
private sector comes in. 


I suggest there is nothing in the document I have before me 
to indicate there has been any study in this particular area. What 
effect will it have on Canada pension if there is a _ provincial 
pension scheme? The other private sector industries have their own 
pension plans. You find out that any number of average income 
earners are looking to this area of early retirement savings 
program plan. 


Mr. Chairman: What you are Saying~-at least what I hear 
you saying is you would be mandating savings through a specified 
mechanism if you go the PURS route, which deprives people of their 
right to choose the route which, in their case, might better be a 
registered retirement savings plan. AYA 

Mr. Haggerty: That is right. I mean it would perhaps have 
higher returns on their investment. I think Mr. Bentley said there 
is no guarantee with one of the PURS things that the person who is 
going to invest in this thing is going to secure a certain return 
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for his money. It depends upon the market. It fluctuates year after 
year. 


Mn Bentley: Yes jpitsedoes: 


Mine oeocerty sacln this es particular “aréa, —I think I would 
put more confidence in private savings than venture into a program 
Piaviwoulas*gonthiss*®oute.. io think’ <1 cam@looking.at persons in trust 
companies that are good financial experts in the area that I think 
tney can well manage the funds. 


Mrs 6 Bentleys vi sapposemthatigissnandtarguable \pointryain sthis 
respect pgathativanpcandividualie pensions) plan wutildazes. | -a~ “pooled 
arrangement for its employees in that somebody selects an 
investment counsellor, a trust company or an inSurance company, to 
invest tne funds of the pension plan and the objective, of course, 
of that investment-.is~ to;vobtain*sthe;; highest jrate,-of, return, at 
probably the least possible risk. 


The difference between an individual who may be doing his own 
investment--John may like a highly risky thing and when he comes up 
for retirement maybe that is only worth 50 cents on the dollar, I 
do not know. The argument for a pension plan is the pooling 
arrangement, the limiting of the risks because we do under law at 
the present time set both qualitative and quantitative restrictions 
on the kinds of investments and the quantities of investments that 
can be held by a pension fund principally to ensure that both 
qualitatively and quantitatively the risk is spread over the total 
market rather than putting your eggs into one basket. 


Lf ayournarewstalking* about'-an pension fundathats mays-return gon 
the average now nine per cent, whereas an individual can go out and 
get 15 per cent, 20 years down the road that nine per cent may have 
‘been a hell of a lot better because of the fluctuations the 
mdividiialiimay. jobtainy, vor -aayss bey forcedgato saccept? -underiecurrent 
Market conditions as they change day by day. 


The pension fund is looking a long way down the road in the 
investments it enters into. Who the hell is going to be proven 
rights downs thewroad,: §4) FPdosmot «know: whut. sthesiargumentiris —that 
through the endeavour to obtain a maximum rate of return with the 
least possible risk, because you have to ensure that the bucks are 
there to pay for the benefit when the person becomes eligible to 
receive it. 


Which is going to be the best down the road, I do not know. I 
believe a pension plan, by its nature for most people, will be the 
best arrangement. If they want and have the facility, the 
capability of investing privately over and above that then that is 
an option that should be available to them. That option would be 
available whether or not we increase the CPP, whether or not we add 
PUBS: 


It may be limited because certain people within a certain 
salary range may not be able to put in that additional that they 
can now put into an RRSP because they are forced into a mandatory 
arrangement, whether it is improved CPP or PURS or both. They may 
not have the extra bucks to put into a private arrangement. But 
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that is true at the present time because anybody below the average 
industrial wage now has very little extra bucks available to them 
for this ~ kind’ -,obeCYinvestment;y* andve they “cannowe cee | rie (tas 
consideration because they cannot make that kind of investment 
because they do not have the bucks. 


Mr. Haggerty: 7 Buttbt-is "a-source tor the private: sectors 


Mr.0 Bentiley:s2 Tt. 46% earesodrcesrbatecthentapravatesipension 
plans still go into the private sector. 


Mr. Gillies: I think that Mr. Haggerty raises a very key 
philosophical point in discussing PURS because when we were talking 
earlier I think we agreed that if a company or a bargaining unit 
nad a corporate pension plan of a certain minimum standard that was 
enriched beyond what PURS had to offer, they would very likely b 
given the option of opting out of the PURS program. 


But, on the other hand, I do not see any mechanism by which 
an individual who, through his own good sense or through the good 
sense of his financial advisers and himself made good, if you will, 
conservative investments that would in every sense meet the 
guidelines that you set for a group plan, there is no way I could 
see that he could be exempted from PURS. 


So I really think we have to look at that key problem that 


what we are doing is setting up one system for employees of larger- 


concerns or one set of protections for those persons. But we are 
not leaving any options open to the individual as to whether or not 
he has the sense and the capacity to make investments for his own 
retirement or whether he will be obliged to go into PURS. 


Mr. Bentley: You did make that recommendation. If you go 
back to the interim report, what you said there was that in order 
to accomplish some degree of transferability, so that the employee 
terminating with this employer and moving to some place else, so 
that there was recognition of the bucks that had accrued for his 
service under the benefit formula or the contribution formula, 
whatever it is, in order to enhance his position not only would he 
have the right to transfer these accumulations, or a part of them 
to his new employer, but you also said that he would have the right 
to roll these over into an individual, noncommutable RRSP. 


In part, through that recommendation, ze would be | 
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establishing RRSPs that would not be established now or would have. 


little likelihood of being established now, and for the individual 


: 
; 
if 


who may have been employed throughout his working life with six, 
elght or 10 employers, would have the opportunity under your. 


recommendation, to roll, to transfer over the accumulation, whether. 
this was through the benefit formula or the contribution formula to’ 


an RRSP which is noncommutable but which could come under his 
direction for investment. WY 


We did not go so far as to determine whether the investments. 
that he could go into with that kind of an RRSP were the same kindi 
of investments that we would permit for a pension plan under the 
existing rules as they are now or not. We did not touch that area. 
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I do not honestly think you could touch the area. I think 
once that takes place you pretty well have to go, as you indicated, 
with the individual making his own determination as to what he 
tnought were the pest investments for him at this particular time, 
and as he could see his own future. 


Mr. Gillies: I think under that recommendation, though, 
he only has that right at points of termination. 


Mr. Bentley: That is right. 


Myst GieLcvesee deethinke <ehe «scenario «that, Mr .¢HaggertysandiyI 
see is a fellow who, with two other people, works in a carpentry 
shop, a small concern of their own and they had for years made 
their own investments of a specific kind which may well fit within 
the guidelines that you would set for a larger concern. 


I guess the concern then is that now PURS comes in and you 
are going to Say to these guys, X amount of the money that you have 
earned vesting yourself now has to go into PURS or if you want to 
continue to make comparable investments yourself, it is going to 
cost Y amount more. I get that as the concern, not necessarily at 
points of termination but during the course of the time they are 
involved in that working concern of their own. 


12 noon 


Mo benbent bey: stel a\think)qathates isiqsed eyemy egood point and 
something that I neglected--actually forgot about. There are Vea 
existence now what are called--I am not sure whether they are legal 
or not -under the Income Tax Act but they» do exist--where the 
employer provides the conduit for you as an individual employee to 
make contributions into what is called a group RRSP. 


In other words, all the employer is doing is providing the 
vehicle. He deducts the money off the top of the your pay cheque 
because you have indicated to him, "I want $100 a month taken off 
and put into my RRSP." The employer provides the vehicle. The money 
then flows for those employees into each individual RRSP owned and 
controlled by each individual. Some may be contributing $50 a 
month, others $250, whatever they can afford. It is possible that 
kind of arrangement could be materially affected by either. 


I have a loose ‘tooth in the front. I was supposed to see the 
dentist three years ago and the damned thing is going to falls out 
one of these days, so if I whistle it is because it flips back and 
morth. 


Yes, it could materially affect that kind of a program: 
increases to CPP, increases through a PURS program. 


The problem we have in that area 1s we know these kind of 
arrangements exist, the so-called group RRSPs, but we do not know, 
because there is no way of measuring, how many employers and 
employees utilize that particular vehicle at the present time. All 
we know is that in Canada so many dollars flow into individual 
RRSPs regardless of whether you make the investment directly or 
whether you use another vehicle which is a conduit for getting your 
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money into your own RRSP. I don't know of any way of, getting thag 
kind of information. So there is bound to be an impact on those 
kind of programs in existence, but to what extent I could not tell 
you. 


Mr; Gillies: dust to conelude the thought 2 Nad; “fee 
Chairman, 1 think this is the concern I have as we address this 
coverage problem. There are people who are currently not covered by 
the private schemes who need pension protection when they retire. @ 
am darned if I know what it is at this‘time.oI think! @ lot®of them 
are part-time workers, a lot of them are people who have been 
through a number of jobs and have not held any of them longer than 
three or four years or any number of types of people whom we have 
to try and help as best we can. At the same time I don't want to 
see uS put another mandate at a level of contribution on those who 
are quite=\capable™ of taking. care of? planning? for» their) fowg 
retirement and doing it now. I am just wondering how we attack that 
whole problem. 


Mra? Bentley 2) Thetionly® thing il canragsaynotomyou isso thisem 
thank God I ain't going to be here when you set it up. 


Mr. Haggerty: That bad, is it? 
Mr. Bentley: It is horribly complex. 


Mr. Williams: Mr. Chairman, it seems clear-—to me that if 
the direction we move in is not supportive of an expansion of the 
CPP, but rather setting up one of these two optional supplementary 
programs, either PURS or relying totally on the private sector, in 
either case the element of mandating has to prevail. I suggest to 
you that in a sense if we go to the option of the private sector 
the mandating would have to be greater there than in _ the 
implementation of a PURS program. 


If responsibility was being left with* the private sector, I 
think there would have to be very strong and clear guidelines and 
controls laid down to ensure that the private sector could operate 
effectively and provide the minimum supplementary programs that 
would be needed to act as the equivalent support program that the 
provincial universal retirement system was designed to provide. 


While Mr. Gillies suggests that the element of mandating 
would not be necessary for those who already can afford the 
programs and are taking advantage of those programs available in 
the private sector, nevertheless I think if that would be the sole 
supplementary support program, it would have to be looked at not 
only in that context but as setting certain minimal criteria or 
standards to which all of the workers in our society would have to 
be subject. 


As I mentioned earli¢r concerning the analogy to the 
compulsory auto insurance, in the same sense the insurance industry 
would have to be subject to a new government vehicle that would 
make it mandatory that pension coverage be made available and be 
provided to our society at large within this province. 
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I do not minimize the complexities that are inherent in 
implementing that type of program, which Mr. Bentley has referred 
to time and time again. I think it can be achieved if that is the 
route we-decide,-to go, but certainly “1t- would .have to be very 
EIigtaty controlled, to. ensure. that. the private sector followed 
through with the initiatives that might be provided to them with 
such a decision from this committee. 


Mr. Chairman: I guess that any one of these programs-- 


Mrs Bentley: I, just have to agree with you, because no 
matter which route you determine as that which you think will 
cover, first, the greatest number of people given a reasonable 
level of income replacement after a reasonable period of time in 
the labour force in one of the programs--these are the two major 
things you are looking at--any one of the programs you think is the — 
best to provide that, it will be a complex job. I do not know how 
the hell you can make it anything but complex. 


Mos, Williams: “Anyhow, we are .confident you can meet the 
Challenge, Mr. Bentley. 


Interjections. 


Meee enc ley Coulda Loamjuots  MentLOn = something  7to Sethis 
committee? I am sorry I missed your debates; I was basking in the 
Sun when you were before the Legislature. Through your interim 
report you have caused the pension commission to get off its 
dermicreweand estart es looking at..all of the things that. you. have 
recommended; looking at the various aspects, the implications of 
the recommendations that you have made, however limited at the 
present time, with a view to what legislative changes will have to 
bewmade- in Ontario -in the future and how we ‘can talk to the other 
jurisdictions about that. 


Lethink that= has in itself been a major victory of ‘the select 
committee: You have made a few of us get off our fat behinds and 
start working and start thinking-- 


Mr. Chairman: Well-tanned behinds too. 
Mr. Bentley: I did not wear a Dusk 


I have also spoken in Montreal, Quebec, Atlanta, and a number 
of places about the report of the select committee, and in the main 
the comments that I have received have been quite good. Naturally I 
can find you dozens of people who will disagree with some of the 
recommendations, but in the main the recommendations have, I think, 
been received py the industry as being reasonable, workable and, to 
a great degree, equitable. That, to me, was a pleasure. 


The first bunch I tackled was the Americans in Atlanta, \\J 
fell flat on my face, I am sorry to say. I made the worst speech T 
ever made in my life because I was scared to death. 


Mis Chairman: I am wondering atye this would be an 
appropriate time to adjourn until two o'clock. 


The committee recessed at 12:11 p.m. 
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REVIEW 
(continued) 


Mr. Chairman: While we are waiting for a few more members 
to arrive, I could read into the record the exhibits that are now 
in your binders. 


Exhibit 114: Letter to the chairman from Mr. William H. Pudas 
of Thunder Bay, dated October 19, 1981; 


Exhibit 115: Letter to chairman from G. M. Devlin, executive 
vice-president, Canadian Life and Health Insurance Association, 
dated October 29, 1981; 


Exntoltele 2 ebetter "to tthe "chairman from Mr. Ay "do. “Campbell, 
Index Now, dated October 24, 1981; 


Exhibit 117: Submission from the Ontario Teachers' 
Federation; : 


EXnypre Drs: Submission frome cine Federation Of Women 
Teachers' Associations of Ontario; 


Exhibit 119: Letter to the Pension Commission of Ontario from 
J. E. Trimble, company benefits manager, Eaton's, dated November 
ni LOS Ts 


Exhibit 120: Letter to the Treasurer of Ontario with copy to 
the chairman, from V. R. Denholm, manager, Ontario division, 
Canadian Manufacturers' Association, dated November 27, 1981; 


Bxnibire t12s Getter, -dated December 37198), torthes chairman 
from Stan and Dena Sugarboard, co-chairpersons, Development 
Baucation in Action; 


Exhibit 122: The committee research officer, Recommendations 
in the Haley Commission Report on the Select Committee's Interim 
Report +1981; 


Exhibit 123: Pension Reform for Women, a discussion paper by 
the Canadian Advisory Council on the Status of Women, December 1981; 


Exhibit 124: Post-Retirement Pension Adjustments-- 
Alternatives for Inflation Protection, the Association of Canadian 
Pension Management, December 1981; 


Exhibit 125: Letter dated December 14, 1981, from chairman to 
the Honourable Monigue Bégin, Minister of National Health and — 
Welfare; 
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Exhibit 126: Letter dated December 22, 1981, to chairman from 
Mr. Ed Tamagno, special adviser on income security, office of the 
Ministry of National Health and Welfare. 


Those are the exhibits that you should have in your binders. 
We have now distributed some further material which you should have 
with you. One is Comparaison of. Canada’s yand lo Other Countries' 
Pension Systems, which Dr. O'Mara, our research officer, has been 
good enough to assemble and distribute. That saves many thousands 
of miles of travel and many thousands of dollars in expense. 


We also have assembled the Toronto Star pension series, 
December 15, 1981, to December 17, 1981, in three parts. Everything 
is .:sertal..*these sdays., ‘That . hasbeen _ distributed Gfor™ yous 
information as well and edification. 


You have also assembled comments of the Honourable Monique 
Bégin on pension issues. That has been put together as well by Dr. 
O'Mara, the research officer from the legislative research service. 
You will see that document with an executive summary which may be 
of some assistance to members of the committee. 


There is also an assemblage of what would appear to be 
newspaper reports on the Ottawa green paper on pension reform, 
again put together by Dr. O'Mara, who has been obviously working 
very diligently on behalf of the committee. There have been some 
comments, as you know, in connection with the timing of that green 
paper, both yesterday and again by Mr. Bentley this morning. 


You should have, as well, the material that has been 
assembled and entitled The Honourable Frank Miller's Speech to the 
Financial Executive Institute's Pension Conference. I believe there 
is some newspaper coverage of that particular address attached as 
well, again assembled and distributed by Dr. O'Mara. 


Yesterday you had the material entitled Recommendations on 
the Haley Commission Report and the Select Committee's Interim 
Report, 1981, again put together by Dr. O'Mara, and which he 
reviewed with the committee yesterday morning. 


Mr. Bentley is anxious to get down to the particular subject 
matter of the Haley commission report and the recommendations in 
regard to the Canada pension plan. If we could focus on the Canada 
pension plan this’ afternoon and limit our discussion as much as 
possible to the Canada pension plan and Mr. Bentley's comments, 
then we would be better equipped to proceed further with this 
matter when Mr. David Stouffer, the senior budget adviser on the 
pension policy unit from the Ministry of Treasury, joins us 
tomorrow morning. 


Mrs Williams: Mr. Chairman, just before Mr. Bentley 
proceeds with the task at hand, coming back to the exhibits, 
exhibit 130 is the comparison of Canada's and 15 other countries' 
pension systems. The committee as a whole appreciates the quick 
response to the matter raised this morning as reflected by the 
production of this exhibit this afternoon by Dr. O'Mara. I am 
wondering if we could flesh out this statistical material, which is 
copious, with the paper that was given on this subject at the 
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conference which I referred to this morning. I cannot recall, but 
it seemed to me all members of the committee were invited to attend 
that conference. I do not know how many of us took advantage of 
that opportunity, but there were a number of issues discussed at 
that conference that were most helpful to the task which we are 
about, and certainly the paper that was given on this particular 
subject relates to exhibit 130--the systems in other countries. 


It would be most helpful because it puts some flesh on the 
Statistics and would give us a better understanding of what is 
happening socially and economically in those countries as a result 
of the implementation of those programs, and would give a better 
appreciation of what the statistics really mean. Could we get that 
information in due course? I understood they were going to publish 
the papers and the speeches which were given at that conference. 


2:20.'p.m. 


Mr. Chairman: If you look at the executive summary of 
that ‘particular’ assemblage, you will notice that**%it states, "The 
material in this report was extracted from the Financial Executive 
mistitutes.-s. report. 


Mr. Williams: In other words, their conference-- 
Mr. Chairman: Canada at the Pension Crossroads. 
Mr. Williams: Anyway it was 1978. 


Mr. Chairman: Then it goes on. The data offers comparison 
to Canada and 15 other countries' pension systems and it mentions 
those countries. It may be that the committee would be interested 
in having a briefing session on that by someone who might have a 
working knowledge of it, if that is what you would like. 


iva  witlramss ~ No’, Tt"=-wase tne” paper =-that" "was" ‘given 
specifically by this gentleman and his name still escapes me. I 
meant to check it at noon hour. His whole presentation dealt with 
this singular issue. 


Mr. Chairman: You are just seeking the-- 


Mr. Williams: I suggest we get that paper /and look at 
Bhat along with this exhibit, and we may want;/that further 
reinforced by other information and perhaps presentations before 
this committee, but as long as we start it with that paper-- 


MP oe Chairman: ol. am’ *suresfDr .4e0"Maral can seek e-out«nthat 
particular paper and we will have it distributed so that we can 
study that comparison in more depth. Then if you wish a further 
in-depth overview and briefing on it, I am sure we could bring 
someone before the committee. 


Mr. Chairman: Mr. Bentley, are you ready to proceed? 


Mr. Bentley: Do you want the truth fandle notninge: outccthne 
truth? The answer is no, I am not ready. 
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Mr. Chairman: E. Wave pea) Gnaxime: admit nothing, deny 
everything and demand the truth, so I am demanding the truth of 
you, Mr. Bentley. 


Mr. Bentley: Mr. Chairman, since what you are concerned 
with. this» afternoon,-uas)-1I/understand it, is “the: royal icommissigs 
recommendations with respect to Ontario and the CPP, I spent my 
noon hour chasing ‘through ‘a number (of “things. © 1fi°you  wantoieim 
truth, Lothink..2tt cis: well laid out in. the recommendations andi 
volume five. 


To gosaintoy detail, Mr. Chairman, would bevvery difficult aes 
me because you have to keep in mind that even though I work in the 
pension field I am not the real expert on the CPP with respect to 
this. Yes, I understand its implications with private pension plans 
and how it operates, but the financial implications for each of the 
jurisdictions who have a part of the Canada pension plan properly 
belong to the governments of the various jurisdictions to deal with. 


It is a very important area and tomorrow morning I think you 
are going to have a proper expert before you who can deal with the 
funding aspects as they relate to government financing, 
federally-provincially, and changes in funding arrangements. In 
other words, the effects on provincial financing of increasing 
contributions without concurrent increases in levels of benefits; 
increases in levels of benefits which naturally lead to increases 
in contributions. All of the other things are not really something 
that I can deal with other than more on the periphery rather than 
being directly involved in it because, as you know, my field is 
primarily into private pension systems. 


What I would suggest to you is, Mr. Chairman, if it would be 
of help to the committee, to go through the recommendations that 
are contained in the summary report, and if I can, to be able to 
give any comments that I may have personally or feel that I should 
bring to your attention with respect to any of the recommendations 
that have been made by the royal commission. 


Mr. Chairman: As _ long as that fits within the framework 
of the truth, Mr. Bentley, I think that would be quite acceptable. 


Mr. Bentleys JI .am doing my damnedest to -weasel, 5 Mm 
Chairman. you know perfectly well I am. 


Mr..oChairmans: i. thinkrewe should sdo, Chat, if «you gwoure 
care to commence. 


Mr. Bentley: Th onyouyallilevbave. “Your secovals Conmissiacg 
report: In part two, on page 24 they start with recommendation 24. 
We can go back to some of the others afterwards, but I think that 
is the proper place to go. 


One of the determinations that you made in the interim report 
was that you believed the Canada pension plan should be funded 
basically utilizing the principle of pay-as-you-go funding with 
certain limitations to that; in other words, as the _ royal 
commission has recommended, that the fund should be maintained at 
least to satisfy twice the year's benefit and three years for the 
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administrative costs. I think this was pretty much accepted in your 
interim report. 


TOU sc enotr corn beyond &ithat.wavou tidid tinetrticonsider future 
funding other than general discussions, as i recall the 


discussions, as to whether there should be an immediate increase in 


the level of contributions to cover, as some people indicated to 
you, the baby boom which would hit somewhere around 2005, and 
whether you should build a fund which would adequately look after 
that without sharp increases in costs, or whether this increase in 
costs should be phased in over a period of time. 


One of the things the royal commission did recommend in 
recommendation 26 was that there should be a phasing in of the 
costs to approximately pay-as-you-go rates; in other words, there 
will be a continual assessment on a pay-go basis, so that costs of 
the plan would be phased in as increases are anticipated. 


In other words, as the plan becomes more mature, costs are 
anticipated, the increases should be phased in rather than to have 
one immediate jump now and another immediate jump say in 1990 and 
another one in 2005 or whenever. The whole process that they felt 
reasonable was to phase in the increases over a period of time and 
which, in their view, should be sufficient to keep the Canada 
pension plan completely solvent in the foreseeable future, looking 
as far ahead as 2050. 


If you go to volume five, you will see the basis for the 
recommendation, the rationale behind it, and they did look at a 
PunberwoL ‘situations, everything from full ) funding for CRReHo 
strict pay-as-you-go funding. be. clink Chey -setemroutes pretty 
reasonably in the whole of volume five the rationale behind each of 
the considerations and, of course, the reason for their choosing 


-the methods they did recommend and are recommending. 


2530p sm. 


Wiatiotieceannot tells voulsissithis: se ievdos not: rnknow for certain 
which is the most viable method for funding of the CPP. It is my 
belief that the recommendations with respect to funding--in other 
words it should be a pay-as-you-go with certain safeguards built 
into it which they have recommended, and I doubt if we need to go 
any further than that. j 


However, you can go out and find 10 people on the street who 
will argue with that position and will say that you should have at 
least partial funding, that you should be looking forward to this 
Mind @ot@a Situation) (that f-for’ the impact! of the Apeéople. from ~ the 
so-called baby boom of the 1950s who will be retiring, we should 
have? a°*cushion’ buvit-“in there - which ‘is really**saying 4that “you 
would be partially funding from now forward so that you would not 
have a dramatic increase in costs at that time. 


This* then" leads’ to *the-"positioniethatt your ivouldsehave! fan 
increase in costs from now forward to build up this so-called fund 
so that it would be in a position to absorb those additional costs 
when that situation takes place, when you have the heaviest period 
of retirement that they can foresee just because of the so-called 
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baby boom after the Second World War. That is something I think you 
will have to take into consideration and that is again laid out in 
volume five. 


The concept of full funding, which really means that you are 
going to cause the CPP to be funded the same as you would require 
funding from a private plan, does not to me have great merit in 
that--and this is my major argument against it--government will 
exist in some form because society will demand that it will exist 
in some form in perpetuity. A business does not have that and a 
union does not have that. There is no other business I am aware of 
that would have that same feature. 


So if you are looking at a private plan, you are looking at 
the setting aside over a very short period of time compared to the 
time you could expect a government to be in existence. You are 
looking at a very short period of time in which to accumulate the 
moneys necessary to buy the benefits for people when they are 
eligible to receive them. That is a short period of time compared 
to the life of a government. 


I am not talking about the political life of a government 
with a change from one party to another party or anything of that 
kind, but society demands some method of ensuring that we get along 
reasonably well together, which demands a government. With that 
concept, I do not see that we have any need to build up a fund on a 
full funding basis for the CPP because government can adjust to 
changing economic and social circumstances as it is necessary to do 
it and can live surely within its means, even on a pay-as-you-go 
basis. 


Mr. Williams: Mr. Bentley, I do not have volume five with 
me. I cannot recall offhand whether the pay-as-you-go proposal, as 
set out in recommendation 26, as detailed in volume five, applies 
the~ criteria” ‘set -"out° in? -that ‘ereconmendation;, «that Fs; “ere 
phaSing-in cost based on the six-year advance concept with the 
contingency fund at all times being equal to twice the year's 
benefit and administrative cost payout three years in advance. Were 
the calculations, the examples set out in volume five based on that 
formula? I presume they were because that is the recommendation 
they made. I am just trying to recall if that is the case. 


Mrs »Bentley: The details are in the sstatistical.» volumes, 
nine and 10. 


Mr. Williams: Using that formula? 


Mr..'Bentley: Using, that. formula;..I- have. not looked. at 
those volumes for months. 


Mr. Williams: scltyyisisca whiles Since & 2 tglanced,<at »themeow! 
could not be sure, but it was my recollection that formula was the 
basis of their calculations and the cost determinations’ and 
illustrations that they made. 


Mr. Bentley: I recall in the report also, Mr. Williams, 
they have A, B, C, D, E and F. I think it was the province C method 
they chose, as I recall. 


Mr. Williams: Yes, that is right. Recommendation 28. 


Mre-) Bentley: \Thats2really*owas’> “therm spay=as-you-go' "basis; 
where there iS a certain level of surplus really being built into 
more payout over the next two years and a reimbursement of cost for 
the next three. 


MEGhiRiddelts iI ttknow: *yowmeare: doing’ to Jhavemaleiotiemore’.to 
say about this, but before we go any further I kind of sense from 
Piastening -to*youethis*’morning and for part ‘of this afternoon that 
the route this committee should be giving preference to is probably 
the Canada pension route, if we are going to make pensions more 
adequate. Maybe I am reading you wrong, but of all the options 
which are available to us, the one which I feel you have leaned 
most heavily to is probably the Canada pension program. 


Mr. Williams: I do not think I was at that meeting. 
Interjection: That is what I heard him say. 


Mpnerbentley tert histta matter Soterinterpretationmasi'tovhow I 
weaseled it. 


Mr. Haggerty: He was being honest. 


ManmoRaddellssaIl vam ssure? this iccommitteesiwilld;5 nosedoubt, 
come to that same decision. Maybe I am reading something that is 
not there. 


Mr. Chairman: Mr. McClellan is jubilant at that remark. 


MeeOoRiTdde Ll Teatthati@16) the tS case’, -and= * being’ that= we are 
dealing with truths, honesties and what have you, if we decide to 
go the Canada pension route, do you feel that the provinces, such 
as Ontario, which are indebted to the Canada pension plan-- 


Mr. Haggerty: For how many billions? 


Mrs GRiddelivStrort Ontariopfed think vite siror7?” billion.:7We 
are talking about contingency funds and about increasing 
Contribution rates’ and what 2‘have ~vyou.": Do youo’feel ‘that the 
provinces should be obligated to repay the money they have borrowed 
from the Canada pension plan so that we start from the beginning 
when the ‘Canada “pension plan was first initiated instead of 
starting now? 


Let me give you an example. Let us say my father has been 
farming and is indebted to the bank to the tune of $500,000. I come 
along and I want to take over that farm. That farm, as it stands 
today, is going to be my pension plan. Should I expect the bank to 
say, "We will wipe out your father's debt and we will start from 
here with you?" It really bothers me to think that the Treasurer 
(Mr .oek. hk SoucMiller)4 ine!) statementa-he madendindicatedsitthatwits)is 
highly unlikely the province will repay the debt it owes to the 
Canada pension plan. 


I am asking you, if we are going to go the route of the 
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Canada pension plan, do you feel we should be getting that money 
back into the fund which the provinces owes to it and then carry on 
from there, or are you saying we should start fresh, just liquidate 
that debt, and start from this point in time? 


Mr. Bentley: You have me, and I am not going to weasel on 
this one. 


Mr. Chairman: A yes or no answer. 


Mr. Bentley: You have me at a great disadvantage. Number 
one, I know what I think, but I do not know and I am not privy to 
determinations which are made by any Treasury department of the 
federal government or of the provinces or anything else. The 
financing of a government is something I cannot comment upon 
because I justisdoonot: fit: sinto» thats kindof =pictures With=srespecs 
to my own view as to the repayment of this so-called indebtedness 
under the CPP, provided that the level of.contributions can meet 
the level of anticipated payout in the future, that is something, 
and really the only thing, that would concern me. 


If in order to meet that level of benefits, if it happened to 
increase unduly and there had to be a draw back on the provinces 
for interest or for part of the principal, I do not think even that 
would bother me, provided in the long run I felt satisfied that the 
economy of Canada, that is, the contributions of employers and 
employees, continue to support it in the way that is recommended by 
the royal commission in recommendations 24 plus. If that condition 
is met, then I would be satisfied that the redistribution of income 
on those bases is reasonable, meets the social criteria and does 
not unduly upset the economic criteria. 


It is different, I realize, to the description that you used 
with respect to an individual. But it does not bother me if society 
has to pay for something on a continuing basis and does not have to 
set aside tremendous amounts of money, which really are surplus 
moneys, for the purpose for which they were intended. That is my 
own personal view and it is not shared by too many people that I am 
aware of. 


Mr. Haggerty: If I interpret what you said then, suppose 
each province took the attitude that the Treasurer is taking when 
her says, -o"What cis: $i7eebillion?eadt ats Sjustearedrop bin uthes bucket 
That is one of the reasons the Canada pension may be almost 
bankrupt. 


You talked about the pay-as-you-go policy. If I interpret 
that right, you are talking about the Canada pension as something 
to which you contribute and get back. If the fund is short-funded 
by $17 billion, that means there is less in the kitty to pass along 
to the contributors at the time of retirement. 


Mr. Bentley: I know everybody is talking about’ the 
intergenerational transfers and all the rest of it, but I am not 
certain in my own mind, when society is looking at an income 
replacement program such as the Canadian pension plan, that it has 
to be concerned with that. I know it is an issue that is played up, 
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Se tole once baenkmpkcyeos the CPPrandwali™the ‘rest’ oFit. Lt is 


'an issue that is played up in the newspapers. 


Again, if I read volume five in the Ontario royal commission 


meeport, their rationale, I have to find, in my own view, with 


respect to this is an acceptable one both from the social and from 


_the economic viewpoint. But where I fall down, and I have to tell 
you this frankly, is I do not know the intricacies of the financing 
arrangements between the provinces and the federal government with 


respect to the relationship of contribution flowback from the CPP 
ena how it°'1s)cutilezed by “any "particular *provincial “government... ‘I 


do not know and understand that because I have never been in that 
particular field. But as far as the social effect is concerned, the 
utilization, in my view, is an entirely reasonable and realistic 
program to provide income replacement without additional heavy 
}costs at any one particular time. 


Society has, in my view, adapted to any number of situations, 
from a very extreme situation of wartime to a very extreme 


situation where everything is on the up and up, where the economic 


Circumstances are such that nobody is suffering anywhere. We have 


mgone those routes and we have survived and society has survived. -I 
feel that the Canada pension plan is-- 


Mr (Haggerty: So’ youssay?there -isaa: benefit if: we go this 
route? | 


Mr. Bentley: I-am saying there is, in my view. 
Mise ehaggernty teplni “your sviews..» What .dvappens swhen pyoupsget 


into the area of the investment fund return, when you get into the 
private sector with the provincial universal retirement system? 


What happens in this particular area where there is no given amount 


of revenue that can be generated from this to the private sector? 


How much will remain in the pension scheme? 


Mr. Bentley: I would ask you another question then. 
Again, I do not know of any economist who agrees with me. It seems 
to me that in our society undue emphasis is placed on capital 
formation for investment purposes, but you can invest $1 million 
and if you have not got a damned market for that product you are 
going to make, your $1 million is down the drain. 


You are looking at a very large segment of the population 
which is forced into retirement because of an age condition, and 
really no other condition. That is the mandatory retirement age and 
thavon seisone thingwiawilh BGnotwgqe Wmto now —ibutevyouw area 'talking 
about 10 to 12 per cent of the population who will be spenders, not 
savers, and the purchase of the additional refrigerator is made 
easier if the individuals who are forced out of the labour force do 
have adequate and reasonable incomes. To me that is a balancing 
factor all the time. 


I know a lot of people do not agree with me, but as long as I 
can see that society now, through the cost impact and as long as 
that is kept reasonable, can ensure people who are forced out of 
the labour force the ability to spend even a little bit beyond the 
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bare necessities, housing, food, and those kinds of things, then 
our economy is bound to be a little bit better off. 


Mr. Haggerty: I always had the impression when they came 
in with the Canada pension plan, for example, that there was going 
to be sufficient funding there that the government could use for 
certain projects that were earmarked and one was housing. We have a 
program set up there that if the person contributing to the pension 
fund wanted to build a home or something like that he would have a 
market where he could obtain the money to build it and borrow on 
it. But that has not come through and this is what bothers me most 
when you are talking about the private sector giving in to the 
pensions. 


An example was set by the Treasurer, who said, “Hell, we 
don't have to pay this $17 billion back." I just see it opening the 
door for the private sector to take the same attitude, to say-- 


Mr. Bentley: Let me pose another question for you _ to 
think about. At the present time, the net cash flow in Canada to 
the private pension system is better than $6 billion a year in new 
money. ) 


One- of . the« things ‘that -I ,notice very much--because ..al@ 
pension plans have to report to us that they are conforming with 
the investment requirements of the Pension Benefits Act. One of the 
areas that I am finding constantly is where are we going to invest 
this cash flow that we have now, coming in through contributions 
and through the interest accumulations on currently invested money? 


There is a searching in Canada for investments now, I think, 
of existing pension fund moneys and I am not too sure that if we 
threw--and this bothers me and I do not know the answer to it, but 
it does bother me--let us suppose that we threw in $2 billion or $3 
billion more into the private sector through the Canada pension 
plan or whatever; can that be readily absorbed by the industry? Can 
it be readily absorbed into-- 


I have not seen the answers to those questions yet. But I 
hear all the problems, and I do not know whether they can or not. 


Mr. -Riddells . Buti) tov! getoback «bo my) concern, Mrs ‘Bentley 
do you think. it is right that the contributors up to this point: te 
the Canada pension plan, and those who will be contributing as time 
goes on, are going to be asked to make a far greater contribution 
by virtues of: the vfact> «that, there: ,is ae deficiency), ofs sso! mang 
billions of dollars in the fund which was not of their doing? 


In other words, if you were a member and had to explain this 
to your constituents, how would you explain that to them? How would 
you tell them that one of the reasons they are going to be expected 
to pay a greater contribution rate is because» there is si 
deficiency, in Ontario let us say, of $17 billion now in the fund, 
due to the fact that the government chose to borrow that money 
which they have no intention of repaying? 


It is something that I do not know how best to explain to 
them. How would you explain it to them? Would you just simply say, 
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"Well, if the government pays that back into the fund, we are going 
to have to turn around and tax you more in order to be able to make 
that payment"? Is that the explanation? 


Mr. Mackenzie: They would have Cofhrborrow the money 
somewhere else then. 


Meseerandts ITtsrs. true. 
Mr. Haggerty: You are damned poor managers over there. 


Interjections. 
Mr. Brandt: Mr. Chairman, could I ask a supplementary? 
Mr. Bentley: I am glad I do not have to answer that. 


Mr. Chairman: Gentlemen, we are getting embroiled in the 
same arguments that your finance critic, Mr. Peterson, has raised 
for a number of years and which I have had the opportunity to read 
in Hansard. In fairness I think maybe someone from Treasury might 
be in a better position to answer your queries than Mr. Bentley. I 
say that with deference to Mr. Bentley's skill in this field. 


2:50 on. 
Mr. Haggerty: Let's have the minister here then. 


Mr. Chairman: This matter has been broached by the 
committee previously and I am sure we can raise it again because I 
understand your concern, Mr. Riddell. I don't think you have really 
had a satisfactory explanation to your query. 


I would hope that any increase in premiums would not be due 
Boe government ‘piracy-=-if I can put it that way--in regard to the 
pension plan because that is precisely the accusation you have 
made--that it is really government confiscation or theft of those 
funds. I don't think that is entirely accurate and I don't think 
any increase in premiums will be due to the borrowing of those 
funds. However, I am sure we can get an explanation of that. 


I think what Mr. Bentley has done in comparing the Canada 
pension plan system of funding with the private sector plans is say 
here, in terms of the private sector, they have to be actuarily 
sound because companies come and go, individuals die and you cannot 
always guarantee the economic success or buoyancy of the commercial 
mPorporation. Is that not so, Mr. Bentley? 


In regard to government, government goes on forever in one 
form or another and therefore there is that continuum. There is one 
aspect--am I correct so far, Mr. Bentley, in summarizing what you 
said? 


Mr. Bentley: That is right. 


Mee Chairman There ‘is* fone aspect 0fecrt &ithough’ythat™ one 
should not take for granted and that is the economic success of 
government because governments too can become bankrupt. We are not 
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used to that maybe in this hemisphere except maybe at the municipal 
level, such as New York and others, but I guess it is possible for 
a government to become insolvent as well. I suppose maybe Poland is 
an example of that problem. 


Supposing we leave that particular repayment problem for the 
Treasury people. 


Mr. Riddell: I would like to get an answer because, when 
I was first elected, what I told my people was that I would keep 
them apprised of what was going on within government circles and I 
intend to. I also intend to get back to them with some kind of an 
answer as to the explanation of a $17-billion deficiency in the 
fund which belongs to the contributors to that pension plan. 


I am going to get back to them with an answer. I am raising 
this. We all have general mailings. I am honest with my people. I 
bring this out to them and when they come back to me asking, "Why 
is it that a government can borrow from a plan containing funds 
that belong to us and not repay it and now they are coming to us 
and asking for a higher rate of contribution?" 


I simply have to get back to them with an answer and I intend 
to. Therefore I am going to get an answer either from Mr. Bentley 
Or someone on this. 


Mrs Williams: Mr. .Chairman,, ,oOny-that point, .seeing vasi’ Mm 
Riddell wants to be absolutely truthful with his constituents, he 
should point out that at this point there has been no default in 
payment of any of those funds, that none of the principal due 
thereunder is not repayable as of this time. Up to date the 
provincial government has lived up to its contractual arrangements 
with the federal authorities with regard to repayment of these 
funds. Your concern is based on a hypothetical situation. 


Mr. Riddell: On the Treasurer's statement that it is 
highly unlikely that the money will be paid back, if he wants to 
come and make a statement and say, "Yes, if we go the Canada 
pension route the province will be repaying that fund," then fine. 


Mr. Williams: There is no deficiency in the fund at this 
point as a result of nonpayment of repayment of funds as you 
alleged in your statement. I just want to set the record clear. 


Mr. Riddell: There is $17 billion that has been borrowed 
from the fund by the government. 


Mr. Williams: None of them is in arrears. 
Mr. Chairman: Mr. Brandt, you had a supplementary. 


Mr. Brandts: Mr. (Chairman, *toe Mr. Bentley on Dethis dasane 
pointers at Cnotricorrect!’ that; every  torovance: un. Canadalnae 
effectively in the same position of having borrowed from the fund 
with the exception of the Quebec pension plan, of course? I was led 
to believe by one statement that I read that there is an east-coast 
province, I forget which one, that is making some attempt to do 
what Mr. Riddell was talking about--namely, to pay a portion of it 


Ls 


back or to reduce its indebtedness to the CPP at this particular 
time. 


The fund was set up essentially with the purpose in mind that 
is being exercised by Ontario at the moment--namely, to borrow from 
that fund to provide services for the people of Ontario. If Mr. 
Riddell is going to get back to his constituents, I hope he will 
mec thateathings slike hospital: beds, roads< dard. varrous’ other 
services are funded from that very borrowed money that we are 
talking about paying back now. 


Mr. Riddell: Tell that to the people who are going into 


mhospitals, Andy. Did you go to ‘some of these hospitals during the 


festive season and see what has gone on? It is just pitiful. 
Mr. Brandt: I thought I had the floor, Mr. Chairman. 


The only point I wanted to make was if there is an 
identifiable shortage of certain services in Ontario, which is 
brought to light quite frequently by certain members of the 
Legislature, then they had better not be so obsessed with the 
payback of the so-called deficit or the unpaid money to the CPP, 
because if you accelerate that repayment plan in some way to reduce 
the indebtedness, then that is going to take away from the very 
services that you are talking about expanding time after time in 
the House. You cannot have it both ways I guess is what I am saying. 


Mr. Riddell: Why is government any different from any 
other business? 


Mr. Brandt: It is quite a bit different. 


Mr. Riddell: If any other business owes money, they have 
to pay it. Why shouldn't the government repay money that really 
does not belong to them? 


Mr. Brandt; Througn=* "you, = -MrZ Chairman, PeScniink. “Mr 
Williams explained that quite well. We are not in default of 
payments to the CPP. We are paying as we go along. The fund is 
being exercised in guite the way that it was originally set up to 
be exercised; namely, as a vehicle for government to get money to 
provide services to people. It is providing that particular service. 


Mr: 2 2Chairmans> ‘There: isvsa “conceptualsaproblem sthat: vMr; 
Riddell has legitimately and that he wants an explanation for. I am 
Sure the Treasurer can provide-- 


Mr semRiddelil-erThe epointiagiovan tksimplymmakingesi sir :thaki sche 
people are going to be asked to pay a higher contribution rate 
towards the Canada pension plan, part of the reason being that the 
money that is supposed to be in that fund is no longer there. 


Mr. Chairman: That is not my understanding of it. I do 
pote think’that a2sicorrects 


Mr. Riddell: Well, $17 billion has been borrowed from the 
mundo andthe nlund* Ls ‘starting«to. dry up, tsomtheyasay. 
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Mr. Williams: None of Lo is based on default of 
repayment, none at all. 


Mri Brandts. sButpieton reasons ,other,,.than ~borrowang, sof ting 
money. it iS demographics; the problem of expanded numbers of 
people who are getting to a pensionable age is causing the problem 
with the fund more so than the borrowed money, as I understand it. 


Mr. Bentley: Of course, that was anticipated right from 
the beginning. 


Mrs, BrandteBeactia. 
Mr. Gillies: The fund is not actuarially sound. 


Mr. Bentley: It is actuarially sound on. the basis on 
which it was set up, which is a different thing from the concept of 
actuarial soundness. I have been in the business for 18 years, and 
I do not know what actuarial soundness is. Nobody has ever been 
able to explain it to me. 


What you are concerned with is the ability of the fund to 
make the payments when they fall due. If the CPP on a pay-go basis 
Can meet that, then it is meeting its social objectives. One of the 
things that bothers me in the concept of pensions--Mr. Chairman, I 
have to get this in--is that a pension is not necessarily provided 
just by the bucks that an individual may contribute. It is, again, 
a pooling of resources by a number of people. This applies equally 
to Canada as a whole or.to a private plan. The pooling.of the money 
and the contributions as they go in are supposed to be sufficient 
to pay the benefits as they become due and payable to people who 
qualify for those benefits. That is the principle on which a 
pension plan is developed. 


Ses 


When we take a look at an individual employer, we know that 
the average lifetime of an employer is very short. Historically, 
Mr. Williams, somewhere about 17 years is the average lifetime of 
an employer. Some of them will last 75 years; others will last six 
months. When you are looking at that, what you are concerned with a 
private employer is that at the end of the time when that employer 
may disappear you are shooting towards having sufficient money to 
provide all the benefits that have accrued for service for all 
employees who have been members of that plant, whether retired, 
active, deferred, or whatever their position is at the time that 
plan ceases to exist. That is one principle for funding. When you 
get to the concept of actuarial soundness, that is what you are 
aiming for in a private pension plan. 


In government there is a different situation. The lifetime of 
a government has been throughout our history in some form or 
another. It is not the same thing. What an individual is entitled 
to is the benefit that he, as a contributor, becomes entitled to by 
virtue. of) -hisi «service and «by» «ther fact. that he? has «made 
contributions to the plan. Whether they are sufficient to buy his 
own benefits at this moment in time really, in my view, is not 
awfully material. It is the accumulation of the pooled funds for 


no 


'all people so that at the time that anybody is eligible to retire 


menere. is sufficient money. flowing .into the fund to be. able to 


provide those benefits. 


I think that is substantially what the royal commission is 


saying when it says it thinks that a pay-as-you-go situation is 
| sufficient. So we have to adjust the levels of contributions to 


' 
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meet certain economic circumstances, and these have changed 
considerably since 1966. Those were the original concepts of the 
CPP, and I do not think they have varied very much from that. 


The -argument™ you® thave 'canistilltibe ©atvalid jone. “All Iam 
saying is that with respect to the principle of how a pension plan 
works, the principle it is set up to fulfil is income replacement 
for the individuals who become eligible to receive it. 


Mew Reddeli;: If wild’ tjustyeendtaby tisayingiwidl.will -betisyot 
there are many farmers in Ontario who wish the bank would simply 
come along and liquidate their debts and say, "Okay, boys, start 
from here." 


Mr orBentiley: -Yes:. 


Mr. Brandt: That is not what happens with pension plans. 


Mr. Riddell: I just fail to see why government should be 
conducting its business that way. 


Mr. Williams: Mr. Riddell, we are not going to get Lorne 
Henderson involved in this meeting. 


Mr. Brandt: Mr. Chairman, there iS one question I would 
address to Mr. Bentley. Is there a province that has paid back its 
indebtedness to the CPP? I think I know the answer, but for the 
record could you advise us if you know of one? 


Mr.. Bentley: .I. am not aware of any. It surprised me when 
you said there was a Maritime province that was attempting to do 
ents. “lL 'have not) heard of it. 


My. « ‘Brandt:’s )i-. heard, ..thaty “they...swere! ‘making an “attempt. 
They certainly have not paid it back, but I understand from 
something I had read in some of the material we have received that 
there waS a maritime province--I do not know which one--that was 
making some effort to repay the indebtedness at this particular 
time. Whether that is true or not, I do not know. 


Mr. Bentley: I. do not. know. You might ask. Dave Stouffer 
that tomorrow morning. He would be the one who would know. 


Mr. Brandt: The point I wanted to make, Mr. Riddell, is 
that Ontario is in no different position--albeit larger because it 
is the largest province--to any other province in Canada with 
respect to its relationship with the CPP. 


Mr. Chairman: I do not wish to take sides on this thing, 
Miteninaadesb&encesor «Mr. i Riddell id must ssayethat\implicityin oMr. 
Bentley's dissertation is the assumption that companies’ and 


16 


individuals cannot be depended upon as being financially sound in 
perpetuity. However, that assumption does not apply to government. 
That may be an improper conclusion. Governments, too, can be 
financially unsound. If that is so, then Mr. Riddell's concern is 
affordability on the part of government to finance a plan that is 
adequate. I want to put that forward because I thinkovthat: Vim 
implicit in Mr. Riddell's concern. 


Mr. Riddell: Thank you, Mr. Chairman. 
Mr. Chairman: . 1 am olad - clarvipred tnac. 


Mr. Bentley: I wish I did know more of that area but om 
think you can realize in my own work I know of it on the periphery 
but not in detail. I don't have the detailed knowledge that you 
people want and that you will have to obtain from some other source. 


But in my view again, coming back to the recommendations of 
the royal commission, Te find = ‘there its recommendations are 
reasonable as supported by its discussions, particularly in Volume 
V, with respect to there being no increase in the level of benefits. 


Even if you can accept recommendations 24 to 29 without any 
problem, I think you should take a very close look at 
recommendation 30 which talks of a change in the investment 
structure of the CPP. I honestly do not know whether that is a 
viable recommendation. I cannot give you an opinion, and I have 
thought about it quite a bit at noon. I do not know whether it is a 
recommendation or not. 


I “go back ‘to “the concept” that T"gave you a little Dit»beroms 
as to what is a pension plan. It is a method of providing income 
replacement simply upon the individual being entitled to receive 
this income replacement. This may materially assist in the 
financing of the CPP but I have not come to any conclusion on it. I 
do think that is something you should consider very seriously if 
you are prepared to accept any or all of the recommendations of the 
royal commission. 


Mr. Mackenzie: In a nutshell, Wells, does recommendation 
30 simply say that investments in future should be at a set rate 
for a set period? 


Mr. bentley: Yes, using certain measurements. I even 
forget what they are now but that~is the principle of it. It is t@ 
bring the rate of return in line with what could be anticipated as 
a reasonable rate of return if you put the money on the market.) i 
seems “a “reasonable “thing “but” PP? do" Not” know Awhether<“Chat fms 
reasonable in government or not. That is the reason I could nog 
make any assessment with respect to this. 


Mr. Chairman: I sense that the Treasurer has indicated in 
the past that the provincial borrowing could be at a more realistic 
rate. I gather that the interest on those borrowings is less than 
might be expected. That is the impression that I have. 


Mr. Mackenzie: What bothers me iS what appears to me to 
have happened in reverse, if I can use the comparison Mr. Chairman. 
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That is the arguments we got back in the late 1960s or early 1970s 
Beross thiss country )from oMr., Hellyer ;that™ we- should raise ‘the 
ceiling the Bank of Canada had on interest rates in this province, 
and that we should go for the short-term rather than the long-term 
fixed mortgages. The argument they trotted out at that time as I 
recall was that it would make more money available and reduce the 
rates. Exactly the opposite has happened across this country since. 
We have had the rates go up. At the time that policy happened I 
think the rate was about nine per cent and, in fact, the shorter 
term mortgages in particular had meant a hell of a lot higher 
rather than lower long-term fixed rates. That is in reverse, I 
recognize, but I am just wondering if there are dangers in a fixed 
Dolicylbikesthis. 


3:10 p.m. 


Mr. Bentley: I can't give you the answer. I mentioned 
that. I think it is something you have to consider quite seriously 
when you are looking at investments of CPP moneys and what you 
think is a reasonable rate of return they can expect. There have to 
be other methods of computing this, but what they are I don't know. 
This is one that, to me, stands out because of the ramifications of 
the whole situation. 


Mreo Mackenzie sol! me notw-rejecting/,ite-myself .offhand,r but I 
am just saying it seems to me we got exactly the opposite of what 
we were told we would get a number of years back in terms of 
lifting the interest rate ceiling and trying to do away with 
long-term fixed-rate mortgages. 


Mr. Bentley: All I know is things have changed since the 
moncept, ofeathe /CPP!/ ands what: was.,originallysetiwp. Inthink: it. is 
very likely time to review the situation with respect to the 
so-called rate of return on investments, on moneys lent to the 
provinces. What it should be, I don't know. Honest to God, I don't 
know. But this gives you something to start with. 


Mr’. Riddell: uf don't completely understand the 
difficulties you find with this recommendation. Again, let's say 
that if government were going to use this money for its own 
purposes it should be paying the prevailing market rate. 


Mr. Haggerty: Which it has not been doing. 


Mr. miagdell: Certainly, if you. talk. to the teachers they 
are very dissatisfied with what has gone on in the past, but we 
Beartydet into -chaticagain? why -do you E£ind,.itwdifficult to accept 
this recommendation? 


Mr. Bentley: Because there are alternative methods that 
could be considered. I am not sufficiently an expert in this area 
a epee otto. sesay ele, concum® whollyaewithys thisr particular 
recommendation. All I am trying to say is that in all likelihood 
some changes should be made in establishing a so-called rate of 
return on investment of the CPP moneys on the lend-back to the 
Provinces. But what. it should be, I don't know. Maybe this is: the 
best one and maybe it is not. But it is something you have to be 
concerned with as a select committee. 
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Mr. Williams: The interesting concept here seems to be 
the recommendation that they keep the moneys in the public sector 
while trying to realize a better yield applying private sector 
concepts and bearing in mind the fluctuations of the private 
Marketplace. 


One thing I recall in our early discussions on this one, when 
the Treasurer was here, was the differential between the rates if 
they had to go out and borrow in the private sector and the rates 
they are obliged to pay under the agreements with the federal 
authorities for ~ borrowing these “funds was “not as great °as”~ Wage 
anticipated and suggested at the time. Some of us were under the 
impression there was a differential as high as two or even three 
per cent from what we would have to pay if we went out and borrowed 
in the private sector. The Treasurer made it clear the differential 
was asS®Mlow acleHnabE Gh one?¥per {Gent .afso Ait Sve.snot really wae 
significant as some would indicate. Yet I realize when you are 
dealing in not only millions but billions of dollars, even half a 
percentage point can be meaningful. 


Mr. Bentley: I would have retired a long time ago if that 
were the case. 


Just as a last remark, I do think you have to be aware and 
have to consider this as an area of concern where you are going to 
have to make some form of recommendation. Whether you follow this 
approach or develop a new one, I don't know. 


Mr. Williams: I guess the way the CPP is structured as @ 
universal national program it would be difficult to try to provide 
a vehicle for permitting those funds to be reallocated and directed 
into “the “private sector, rather’ than keeping the- funds inthe 
public domain, as has been recommended with regard to the two 
options we have to consider, namely, the provincial universal 
retirement system or private sector pension plans. 


Mr. Haggerty: Doesn't the Quebec government use the 
Quebec pension plan now for investment into the private sector? 


Mr Willfams: Yes “it has done. ssuteadgain, tnac es" 


Mr. Haggerty: So the province can opt out of the federal 
scheme if it wants to start its own. 


Mr. Williams: That is precisely what PURS is 
recommending, or the other option, but that is at the provincial 
level. My question is whether it is realistic to suggest that the 
CPP could be restructured to permit that to happen in the national 
program. 


Mr. Bentley: From my understanding, it is possible to 
restructure the CPP to provide for that, but whether you would be 
able to get agreement from all the provinces to go that route, I 
don't know. I would be extremely doubtful ff “you could, ‘but “it 
would seem it could be restructured. You can restructure almost 
anything you have devised by way of statute. 
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Ura wnadoert vers: tagdon) t. athink. . theres .woulkd 4, beweca » problem 
there. They are pretty well in the same bed, you might say. You may 
have to talk to the two western premiers out in Saskatchewan and 
Manitoba, but I would imagine it could be done. 


Mr. Bentley: I don't know the answer to that one. 


Recommendation 31 says the government should support the CPP 
on its present compulsory and earnings-related basis and resist any 
extension of coverage to unpaid workers. We talked about it this 
morning. sAgainy. vio, don’t <know..the | answer») d,.am-osune, you. can 
Peooructurelatnitorcoverstt),t-lferthateaks ‘young desire .« But: ragainy «i 
think it comes to almost a philosophical approach to the whole 
matter of income replacements, whether you want to extend any kind 
of program, whether PURS or the CPP, to so-called unpaid workers. 
That is a determination that has to be made on philosophical and 
social bases. Again, I don't know the answer. 


Mr. Chairman: Bhatyn mighntebe opart Sef. aichroader Morohiem.. ef 
could draw you into concepts like negative income tax, in terms of 
alternatives. 


Mr. Mackenzie: Sire ly: | VteeVOUMmsseaCCOD tive aa 1%, though, you 
accept that you are not going to make some of the improvements and 
extensions you want covered. 


Mime ncley {arise dOn GeiChinkasl tepdealoe with -thabi beaut) Pjust 
Says it should continue to be compulsory, it should continue to be 
earnings-related, and the government should resist any extension of 
coverage to so-called unpaid workers. Beyond that, they do not seem 
to say anything in this particular recommendation. 


Mr. Mackenzie: It is the extension that bothers me a bit, 
because there are obviously areas where there iS some concern. 


Mr. McClellan: It represents a major hole in the pension 
system that the royal commission has not been willing to deal with, 
except through the existing means-tested programs. One of the 
things of concern to Mr. Mackenzie and me is that, regardless of 
whatever contributory system you put into place, whether it is the 
CPP, PURS or private employer-sponsored plans, it still leaves 
completely untouched, first, homeworkers, women who make a career 
in the home rather than in the work force; second, low-paid workers 
and, third, part-time workers. 


We have talked about part-time workers a little bit. There 
are also the low-paid workers. We cannot solve their problems 
through contributory plans, through earnings-based plans. We just 
Cannot solve their problems. They have poverty problems when they 
retire. We also have to be looking, I think, as a committee at how 
we want to deal with that group of the population, which is still 
50 per cent of the female population, plus another 20 to 30 per 
cent of the male population. It is a large number of people we are 
talking about. We can't pretend the only thing we have to look at 
is the various earnings-related plans. The royal commission has 
been quite inadequate in the way it has dealt with this. 


Nr. easbranGeristirs ‘coairman,. » b¥a! WayorOLarextenstonro ase, I 
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understand what is being said in this vdarticular recommendation, 
the commission report is attempting to make a distinction between a 
social welfare problem and a pension problem. 


3:20 p.m. 


I share the concerns that are being addressed by the members 
of the New Democratic Party. I think we have othe ‘same »concerne 
about those individuals who have fallen outside of conventional 
pension coverage. But there is always going to be--and we have to 
address the reality of this situation--a need for some form of 
Gains, old age security or some other form of social welfare scheme 
that will pick up those people who do not qualify for pension 
coverage. I don't know at what point we draw that line, if it is 30 
per cent who are outside the area of getting some form of pension 
assistance. But I think there is a distinction between those twa 
groups, and those who are social welfare problems have to be 
addressed in a different respect from those who come under the 
pension category. 


Am I correct in making that observation as to why  thag 
recommendation came about? 


Mr.” Bentiey: I” think”"S0. Whee yOu. sare Cal kitig sO f om 
earnings-related pension plan such as the CPP you are quite correct 
in saying that it cannot conceivably, without tremendous changes, 
give the kind of coverage to the people described by both of you. 
If you are going to look at it, then you have to look in terms of 
possibly some other program which may be an adjunct to the CPP or 
Stand on.«1 tS ‘Own 1 don Seitknowewhiateert, gosdoing sto pe. 


One of the earlier recommendations was that in arder t@ 
alleviate some of the difficulties that certain single people are 
having now, you made a recommendation that there should be 
improvements to the GIS and possibly to the Gains program. I don't 
know “whether! (that is’ your® -route,” bit “whenweyont-Took “at the 
possibility of giving all people in Canada an opportunity to have 
some kind of an income replacement, I don't think you can consider 
everything under the terms of an earnings-related pension plan. I 
think you are quite correct in saying it. To me both of you are 
going after the same thing--how do we get at some kind of coverage 
for those people? 


Mr. Chairman: i suppose logistically it is easy to 
conclude that if you don't have an income during your normal 
working years, the years when one would be able to work, then on 
retirement the replacement income is zilch. That doesn't help the 
people very much who need help both prior to what .would be 
conceived as the normal age of retirement and subsequent to that 
age. I guess we are covering two areas. On the one hand we are 
covering the pension area which is our mandate. There is another 
area of course and that is to ensure adequate income presumably 
prior to retirement. You are not going to solve that with a pension 


scheme. You are going to have to solve that with some other 
mechanism. 


Mr. McClellan: I have one observation. The danger for me 
and my colleagues is that we not end up with a two-class pension 
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|system: a first-class pension system for those who have the good 

fortune to be in good-paying jobs so that they can earn a good 
}pension on the basis of a first-class contributory system, whether 
}it is public or private, and then everybody else who falls into 
j}what I still have to call kind of a welfare ashcan that picks up 
the casualties who have not had the good fortune to earn a decent 
retirement income through their employment. This could be either 
because they were not employed or because they were in low-paying 
jobs. They get picked up on our welfare program. 


I am quite optimistic that it is possible to design a public 
pension program that combines the best features of a contributory 
scheme and a universal scheme like old age security that can 
Quarantee a level of basic adequacy and decency for everybody 
without having to rely on a two-class model. Anyway we can talk 
about that more, but that is certainly our preoccupation as we 
approach these issues. 


Mr. Chairman: Which again comes back to what Mr. Bentley 
commented on, and that is the problem of basing the pension on 
pre-retirement income. At least, I surmise that is what it was. 





Mr. Bentley: Yes. 


Mr. Chairman: You mentioned this morning the position of 
the housewife who may not have drawn on the public services such as 
day care and all kinds of other services that may be partially or 
wholly funded at public expense. She looked after her family 
through extracting herself from the work force and, instead of 
being encouraged, complimented by getting a gold medal or mother's 
day card, gets zero. She might have made a greater contribution to 
society than someone who was out benefiting himself or herself. 


Mr. McClellan: Or somebody who has worked at a minimum 
wage job for 40 years. 


Mragseiodel ] weithateeiworks wiboth ~oways..woihere s<is.c,aksorethe 
farmer's wife who is the reason the farmer may have been successful 
in the first place, or the small businessman's wife. They run a 
business, the two of them are in there. She is not paid, and the 
farmer's wife is not paid. 


Mr. Bentley: Or my wife, who said she would like to come 
before the select committee and tell them she had been a housewife 
for 40-odd years. 


MrieeVane Horne twsJust bforg thes. record , My) wife rs, net paid 
either. 


Mr. Bentley: Jim has raised that so I can go home safely 
and say that the chairman has-- 


Mr wercnatrman ty aexceptiusd nat. sSOmeg.O1 moUS edo. notieihave:. that 
problem with the spouse's registered retirement Savings plan. 


Mr. Bentley: That is an income tax situation, Jim. 


On recommendation 32, if I recall correctly, you did deal 
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with this to quite an extent in our previous meetings, but you 
chose not to put it into the recommendations in the interim report. 
I don't know if there is any more I can say about it because it 
seemed to me at that time everybody was in favour of that being 
changed in line with the recommendation of the child-rearing 
dropout provision. 


On recommendation 33, I don't think that is out of line with 
the recommendation you made with respect to private plans. 


Mr. McClellan: Didn't we say 66? 


Mr. Bentley: Yes, you said higher than 60. You were 
talking of two thirds, really. 


Mr. Mackenzie: To my recollection we were talking two 
thirds. 


Mr oiBenttey: “That rs “rrght.°°Se™ I think “thatieias.the oni 
determination. I never had a feeling you were opposed to it. The 
only thing? youmthought ats thaci timeraiiey our discussions was that it 
should be higher than 60 per cent. That is as I recall your 
conversations with respect to prior meetings. 


On. recommendation 34, I have the distinct feeling that what 
they are talking about should properly be determination of, Say, a 
court or some other body rather than a pension plan, including the 
Canada pension plan, to make a determination as to how credit 
should be split up on the dissolution of marriage while the guy is 
Still active, or one of the spouses is an active member in a 
pension plan; the CPP or a private™plan. 


I would have to agree that, based on the few court cases that 
have come up in Canada, I think I will be the proverbial chicken in 
this area and run like hell rather than make any recommendation as 
to how any pension benefit credit should be split upon dissolution 
of marriage. There are so many factors and when you read some of 
the determinations the courts have made in Canada, I would be 
inclined to accept recommendation 34 the way it is written. 


SOS0GD Sm. 


Mr. Chairman: What you are saying is the determination 
Cannot be made in advance universally applicable to all situations. 


Mr. Bentley: That is the way I would have said it had I 
known chow “to'“tsay’ tterintsehe first # pace = With =respect tee 
recommendation 35, it is one you are going to have to wrestle with 
quite considerably, whether you take the combined PURS-CPP 
approach, which is one thing, whether you go for increase in level 
of benefits through the CPP is a somewhat similar thing, whether 
you determine that you would not increase the level of benefits at 
the present time under CPP, whether you would change the yearly 
maximum pensionable earnings to the average industrial wage and 
maintain the percentage level at its current amount, which is 25 
per cent, is something you gentlemen are going to have to make a 
determination upon as to what your recommendation is going to be. 
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= think¥saboutrethe= only thing: -I><can ‘promise you would be 
whatever your recommendation is, it is going to be wrong in the 


eyes of most people. 


Mr. Van Horne: That is reassuring. 


MY eheentleysartnat | isi caboutoe ‘thecionilyiccomforty I can be to 
you. If you recommend a higher level of benefits under the CPP, 
suppose you recommend thirty-seven and one-half instead of 25 per 
cent and you increase that from the 25 per cent of YMPE to 25 per 
cent of the average industrial wage, you are going to increase the 
level of benefits. Whichever route you take, there are going to be 
a number of organizations, people and so on, who are going to say 
to you simply that you should have increased the level of benefits 
mo 50 per cent instead of 37 1/2. 


Mr. Chairman: Mr. McClellan is already saying that. 


Mr. Bentley: If you go the route of saying, "No, we will 
Maintain the level of benefits at the current level," then you are 
going to have to face the objection, "What the hell, you are 
providing an inadequate level of income for those people currently 
earning less or the equivalent of the YMPE or less than the YMPE, 
or if you raise it to the AIW, less than a reasonable level of 
income." 


When you are looking at this, I think what you have to look 
Sieels not just the CPP ain isolation. .You, are looking at the» whole 
ef. the income replacement programs which include, through 
government, old age security and guaranteed income supplement 
programs when they are applicable. They include, to the extent that 
they have to be included, all private arrangements, the private 


pension plan arrangements. 


I do not know if you have to include something that was 
discussed this morning, and that is the effect on the so-called 
group registered retirement savings plans which now are being 
utilized and the ramifications, if you increase any of the levels 
of benefits through CPP or PURS, or however you propose to do it. I 
am certain that the net effect will be a transfer of benefit 
payments from this credit position where it is at a certain level 
now, and if you increase that, a concurrent level over here will 
tend to come down. 


What the net effect will be in the long run I do not really 
know at this moment. If I said I knew, I would only be guessing and 
most other people would be guesSing as well. No matter what 
recommendation you make, I think you must be aware that it will 
have certain effects on other income replacement methods that are 
Currently in use. 


Whether this is the use of RRSPs as individuals or through 
groups, whether it is the use of a so-called private pension plan 
Dr whatever, I.think the net effect will tend to level out in the 
long run, but the determination then will have to be made. 


If you'oare looking: at * the:speople “iniothe “bowers levels of 
income throughout their working life, their wage levels throughout 
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their working life, knowing that income replacement of 80 per cent 
of. $10,000. a. year. is. not .a hell.of..a. lot,to..l0ok,,fonward alae 
compared to 75 per cent of $25,000 a year. Since we have a hell of 
a lot of our people below the average industrial wage, you are 
going to have to look at the impact of any change and how it will] 
affect those people as well as the people above it. 


Tf you. are» looking ‘at fit-fromea, socialeaspect, pit, you. gam 
looking at it on the basis that that is what income replacement is, 
if you are looking at it from that viewpoint, then I think you have 
to be aware of the interaction of all of the recommendations that 
you will make on other segments of society, other people in society 
because all you are really saying is no matter what change we make, 
it is going to -be.an income redistribution and nothing. more..thamg 
that. 


Mr. Mackenzie: Can you look at the whole issue without 
deciding that it is an income redistribution scheme or to a large 
extent? 


Mr. Bentley: I do not see how you can. 


Mr. Mackenzie: Unless you eliminate that part of the 
population who just cannot afford it. 


Mr... Bentley: Yes...All I .can say 1s. .1. think..you | haveogiae 
look at the whole thing, which does not make your job an easy one. 


Mr. Chairman: It never is. . 

Mr. Bentley: No. Recommendation 36: I could argue with 
age 65.-1f£ anybody sticks 65 in’ :front.-of  «me,- you’ know ..thag 
automatically leads to an argument so I will let you guys argue 
that one out, whether it is good, bad or indifferent. 


Mr. Chairman: It is certainly discriminatory. 
Mr. Haggerty: What benchmark would not be? 
Mr. Bentley: That is right, 60, 70 or even none at all. 


Mrs Haggerty:/ But-.iteeds spermissivessanow. ~It as sflexiiie 
enough now that if you want to retire-- 


Mr.. Bentley:, It, is .flexible in .the private. sector. I@ 
government sectors, it is not so flexible. 


Mr. ..Haggerty:. Even, in, industry it,.1Sy 35.» years. and ous 
teachers and government have-- 


Mr. Bentley: I am not going to get into that one because 
I have argued that one too many times in my life and I am not going 
to argue it again. 


Mr. Haggerty: Somebody here mentioned Inco and they are 
talking about another layoff in the Sudbury basin. They are trying 
to encourage some of those persons who have reached 30 years 
service or more that they should move out now and they are trying 
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to give them some encouragement in areas. They are saying, "We will 
give you 17 weeks pay if you take it now." 


Mr. Bentley: This is what I heard on the news this 
morning and I am waiting to see the amendments to the Inco plan 
covering this because I understand this was what was negotiated, if 
I heard the news correctly at six o'clock this morning. 


Mr. Haggerty: Tu ethinks.. tney . came, well. .walford,, whatever 
scheme they come up with because they have a well-funded pension 
scheme there that is well-controlled, perhaps on the American side. 
That is the only problem. 


Mr. Williams: I missed that news item. What was it? 


Mr... Bentley: Since there» are, to.be a number of layoffs at 
Inco, they going to use attrition». 1,° understand, and earlier 
negotiations of early retirement provisions are to be changed under 
the terms of the plan to permit full retirement after 30 years of 
service regardless of age. 


Mr. sHaggerty :ajit sworked very: well ine the wlarcen PlLayoOl ue. 
1977, particularly., to .the operations,.in. the Port Colborne area. 
They came up with a program like this. It did 5not,tappLy ctoecne 
Sudbury employees. It is rather a tempting program. Many employees 
jumped on to the bandwagon and took early retirement. About two 
years after that, I. think they kind of regretted they had made this 
move. The lump sum looked good to them. But when they got down into 
the general pension scheme, if they were below 65 or 60, they were 
mastysurviving On pits that's about all. «J might have a look at that 
up in Sudbury to see what impact it had on the Port Colborne area. 


Mr. Bentley: On recommendation 37, since I have never had 
to appeal or ever had to deal with an appeal under ther CPP, I. don't 
know whether it is a complex process. Knowing the feds, Pigs OO. cath 
be--don't put this on the record--a complex process. 


Mrs McClellan: For the life of me, I can't understand 
this recommendation. The CPP has one of the simplest appeal 
procedures, certainly of any income-maintenance program. 


Mr. Chairman: Is this an outright rejection? 


Mr. McClellan: No. if you persist, you will never lose. 





Mr. Chairmantelsjathat night? 





Mr. McClellan: But Le! Ss basically an appeal by 
correspondence, and it's very simple. 





Mr. Haggerty: There is one problem area. It is the same 
as what it iS if you want to get a disability pension through a 
provincial scheme. They have permanently unemployable and disabled 
categories. There is still some question-- 


Mr. Chairman: I thought we dissolved that distinction. 


Mr. McClellan: Provincially. 16 aL not a problem 
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federally. Either you are employable or you are not. It is a simple 
employability test. 


Mr. Haggerty: --continuing disability. 


Mr. McClellan: My own experience is you can always 
improve things, but relative to all the other appeal bodies we have 
to deal with, the CPP is the easiest. 


Mr.. Chairman: You mean, in terms of-- 


Mr. McClellan: Compared with the Workmen's Compensation 
Board, God help us, or unemployment insurance or the Social 
Assistance Review Board. 


Mr. Chairman: You mean you do not have to hassle them as 
much. The hassle time is less? 


Mr. McClellan: You do not have to hassle them at all. 


Mr. Bentley: I can only presume the royal commission must 
have received some representations to it. I did not read this part 
of the royal commission report if they did deal with it. 


Mr. McClellan: I am curious to know if other members have 
a different experience, because mine is that this appeal procedure, 
even if you have to-go to the tribunal level, is a relatively 
simple, uncomplicated and hassle-free process. 


Mr. “Haggerty: ~ Iy“will be somone “On; Friday. “I" ll tet “ive 
know. | 


Mr. Riddell: Whenever you hear an NDP member praise an 
appeal process, it has to be good. 


Mr. Haggerty: Let the record stand. 


Mr. Chairman: As with the other recommendations, it may 
be something we can discuss with the federal people when we meet 
with them. 


Mr. Haggerty: It is based upon evidence. As long as they 
are keeping a good doctor's report there is no problem. 


Mr’. “"“Chairman:,, It. sounds ~-\to.me as though there is 7a 
tremendous potential for flexibility at the federal level. 


Mr. Haggerty: One of the things, if you appeal the Canada 
pension, is that the appellant can have a representative on the 
board to look after his interests and he can also have an advocate 
to represent him at the hearings. Maybe that is one of the good 
things about that. At Workmen's Compensation Board hearings you 
usually do not have that. You usually have somebody from the 
industry who sits on the side of the Workmen's Compensation Board, 
saying "Don't give him this" or "Don't give him that," and always 
putting in some objections to extending the benefit period or the 
disability pension. 


ay 


Mr. McClellan: All our appeals have been on CPP 
disability, but you rarely have to go to the tribunal stage in the 
Mmerst "piace. “Usually “you get sorted out internally at the 
administrative level. If you do go to the tribunal stage, it is a 
Wery simple process, that is, you do not get all strangled in red 
tape and bureaucracy. 


Mr. Chairman: They do not distinguish whether the 
disability was a result of on-the-job or off-the-job activity. 


Mr’. McClellan: No. ie is a relatively Simple 
adjudication. Either you are disabled and unemployable or you are 
not. But so too in the provincial programs, which we have watched 
being administered, and the process is much simpler than the Social 
Assistance Review Board process. 


Mr. Chairman: I found that the professional social worker 
mea reat OuStruction to. the==- . 


Mr. McClellan: I have always agreed with that. 
Mr. Chairman: Anyway, Mr. Bentley-- 


Mr. Williams: In. any event, the royal: commission, as a 


group, seems to have perceived a problem and has suggested we 


should perhaps try to get a clarification of what its experience 
has been and what the cause was for the recommendation. I am sure 


the recommendation was not made in a frivolous manner or without 


some cause. 


Mr. Bentley: “There= has” to “have been representations made 


/ to them that would cause them -to make-- 


Mra McClellan: “Sureés That’ is “why, Il “raised. .it. I. .am 
curious to know what the basis is. 


Mr. Bentley: Recommendations 38 and 39 Creer cinice Wicd On 
of the other things we have discussed today, and I do not find them 
a problem for me, but they may be a problem for you. 


Mr. Chairman: Any comment on that from the members? 
Mr. Riddell: Carried. 
Mr. Chairman: Does that complete’ your-—- 


Mr. Bentley: The only other CiinGuscan cays Lon togt Severy 
recommendation is predicated on two things, as I understand Tts--NO 
changes to the benefit structure of the CPP would be contemplated, 
except for minor adjustments to certain things, and the funding of 
the CPP should be on what is called a pay-as-you-go funding 
arrangement with certain safeguards built in. That is the premise 
you have to start from and you have to listen to any arguments that 
take you away from that position. All the other recommendations 
they have made tie in with those two principal considerations that 
you are going to have to deal with. 


With that in mind, if you are looking at levels of benefits, 


28 


changes to bring in certain categories of employees who may not be 
covered now, to bring into a so-called income replacement system 
those people who could not. conceivably come in under an 
earnings-related program, the funding of all these things has to be 
dealt with in a total package. What you are looking at, again, is 
taking a chunk out of here and moving it over here and saying you 
are going to redistribute this piece of income from somebody over 
here to that poSition ,over there. IT did not use lunar wargumenc with | 
you when you were talking about the farmer in Carleton, DUES Toy tS ag 
basic argument you have to be concerned with. 


The detail that can be made available by the people from 
Treasury and the people you contemplate drawing before you from 
outside, including, I hope, people from the federal government, can 
give you an insight into how government has.etoe.:deal .witn the 
aspects of the Canada pension plan in relation to any 
recommendations you are looking at yourself and are prepared as” 
individuals to make with respect to changes in the income) 
replacement programs we do have. This has to include the impact of 
any of these proposals on the existing private pension plan system. 
Whether you like it or not, it is there, and whatever you do and 
however you approach it, it will have an impact on what exists, and 
I think you have to understand the impact. 


3:50 p.m. 


Jim, I am not an expert on the CPP. I tried to say this to 

you. The relationship to all other kinds of programs is something I 

understand, but I think the other people you are calling in, 

particularly one tomorrow morning, can help to isolate the CPP in 

relation’ .to the> government,..of.. Ontario, .,and gumaybe toy oOtites 
governments in Canada that will look at it too. 


Mrs. Riddell: How.. nice it .would, be if .we..thought the 
Canada pension plan could be amended to provide adequate pensions 
to those people when they reach that age, starting with a fund that 
shows a true balance. 


Mr. Bentley: I am not going to get drawn into that one; 
no matter what happens. 


Jim, I do not know what more I can Say. 
Mr. Chairman: Any further comment? Any questions by the 
members? If not, the committee will stand adjourned until 10 a.m. 


tomorrow. 


The committee adjourned at 3:52 p.m. 
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REVIEW 
(continued) 


Mr. Chairman: Gentlemen, I certainly see a quorum here. 
We are fortunate indeed to have with us this morning Mr. David 
Stouffer, senior budget adviser on pension policy in the Ministry 
of Treasury and Economics. We have asked Mr. Stouffer to join us 
this morning so that he could review with us_ the provincial 
universal retirement system plan. 


Mr. Stouffer: Mr. Chairman, I think you had circulated to 
meu acopy of the ‘notes I plamsto speak from. What. I thought I 
would like to do, if you agree, is to go through those and then we 
Can entertain questions at the end. If you have something burning 
that you would like to ask on the way through, that is okay. 


Mr. Haggerty: Suppose we have something burming sight Sat 
mehe first? 


Mr. Stouffer: Let us save those to the end. 


Mr. Chairman: It probably would have burned itself out in 
the meanwhile. 


Mo. shaggerty: Mil) was ijust think indswapoure cine «iat ter= *we 
Faised the other day, Mr. Chairman, the meeting with the federal 
Minister responsible for pensions. Mr. Van Horne had presented a 
document yesterday where the indication was that in her speech in 
British Columbia in October or at some time she said she had been 
having continuous dialogue with all provincial governments. We have 
a gentleman here representing the Treasury, I believe it ‘is, and 
the question I wanted to ask him was, have we had these dialogues 
with the federal ministry responsible for pensions? 


Mr. Stouffer: I think what you are referring to is the 
Kirby task force. 


Mr. Haggerty: Yes, that is what it would. .be I guess. 
03:20 a.m. 


Mr. Stouffer: I would not describe it as being continuous 
dialogue. The Kirby task force has been charged with preparing the 
green book on pension reform. That task force has met with each of 
the provinces. I am not sure whether they met with Quebec or not, 
but they did meet with the other provinces. There were meetings 
back in June with Ontario. That is the extent of the contact with 
that particular committee, simply a half-day meeting. 


Mr. Williams: With each province? 


Mr. Stouffer: With each province. 


Mr. Haggerty: There have not’ been any joint meetings with 
representatives of all the provinces attending? 


Mr. Stouffer: Not with the federal government involved; 
there has been a working group of officials and finance ministers 
and ministers responsible for pensions at the provincial level. 


Mr. Haggerty: They have been working directly with the-- 


Mr. Stouffer: They have been working with the pension 
question, but have not entered into discussion with the federal 
government. That working group was created by the Premiers back in 
August on the recommendation of the ministries of finance. All I 
can tell you is they have prepared their first report which does 
not deal with the pension reform question in any depth at all. They 
will be continuing to work over the next few months to complete 
their work. 


Mr. ‘Chairman: ~L “wonder, . Mr. Stoufter, “Lor sthe™ recora, ame 
you could outline, even though it is federal, the composition of 
the so-called Kirby task force to begin with. You have indicated 
already that the total communication with Ontario has been some one 
and a half days. 


Mr. Stoutfer:, No, half a day. 


Mr. Chairman: Half a day, sorry; Who. was on that tase 
force, do you know? 


Mr. Stoutter: .1 do, not. have say List sol namesa.in: fron Gee 
me, but it does include representatives from the various ministries 
that have an interest in the pension reform question. It is 
organized through the Ministry of State for Social Development and 
includes representatives from that ministry, of course. As well, it 
has a representative from National Health and Welfare or maybe 
several representatives from National Health and Welfare, Finance 
Canada, the Treasury Board and the Department of InSurance. There 
might even be a representative from Labour. I cannot remember the 
names. I do not have them here in front of me. I do have them back 
at,my office. 

/ 


Mr. Chairman: They are all federal people? 
Mr. Stouffer: Oh yes, they are all federal people. 


Mr. Chairman: Is that task force looking at something in 
addition to pensions per se? In other words, is it looking at the 
immediate problem of some people who are no longer in the work 
force or have never been in the work force and find it difficult to 
make ends meet? In other words, there is a welfare problem as well 
aS a pension problem for those persons who have completed their 
term in the work force. 


Mr. Stouffer: As far vas..F tunderstand ' it, —the “terms “ae 
reference for that task force are fairly broad and would include 
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incomes to all people over age 65, certainly as a starting point. 
No doubt there will be discussion of federal transfer programs like 
'the guaranteed income supplement, the old age supplement and, of 
‘course, the Canada pension plan and the role of the private sector 


ie? pension reform. It has a very broad mandate so that is as far as 
= Can go. 





Mr. Chairman: Would it be broad enough to include such 
subjects as negative income tax? 


| Mr. Stouffer: I really cannot say whether that would be 
considered or not. 


| Mr. Williams: All the members are federal civil servants 
| you said. 


| MrcocouLter: That As right. 


| Mr. GWilliamsw4 Therervoane: a0 politicians »c,on e-there, .7no 
‘businessmen from the private sector at all, it is strictly in-house? 


| MrpecStourrertran=houses 
Mr. Williams: So it is the Kirby-- 
Mri Stouffer: IT call’ it the Kirby” task force. 


Me ahaWnhl pans bm Whose tS Kiebyra -lesqepresume +. thatyjsis 74 the 
chairman? 


Mr. Stouffer: Michael Kirby. 
Mr. Williams: Michael Kirby and he is the-- 
Mr. SLOuUrcer: He was the secretary of--it was just 


changed a few days ago--essentially the deputy minister in the 
| Ministry of State for Social Development. 


Mr. Haqgerty: Actuallyjonwdts ois snote, ithe -Department,...of 
National Health and Welfare then, Monique Bégin's department at 
ert that sia itookimg into itsSsit bsriseparate. 


Mr. Stouffer: It is a consortium of the ministries that 
are involved. That is really what it is. 


Mr. Chairman: You see there has been an image projected 
| of cloaked bureaucrats meeting nocturnally to plot the future of 
the pension systems throughout Canada. One would surmise that 
Ontario's bureaucrats have been conspiring to create something 
remaining aloof from the political process. 


I was not aware of that kind of secretive dialogue on a 
continuing basis. I am grateful to you for claretyvirng: ite isYour 
talks, I gather, are! mostly uwithyother provinces because that is 
where there is a continuing dialogue and that is where it is going 
Ons sAm Isicorrect tin thet? 





Mr. Stouffer: Yes, I would say that is correct. 





Mr. Chairman: Is Quebec involved in that as well? 
Mr. Stouffer: It has been up until now. Yes. 
Mri. Haggerty sl Sschrs kh ioby-==- 


Mr. Stouffer: No. The Kirby task force was supposedly 
going to visit Quebec. Whether or not it really did, I do not know. 


Mr. Haggerty: Have they a final date to finalize their 
reports, when it has to be reported? 


Mr. Stouffer: Are you talking about the ‘federal gree 
paper? 


Mr. Haggerty: Yes, I am talking about this Kirby. 


Mr. Stouffer: I do not know when their report will be 
out. It was Supposedly going “to bevoutiin thevf£allivof .t3sl.° ie 
obviously did not make that. It should be in the next few months. 


Mr. Haggerty: Or is it completed now and just sitting og 
the burner? 


Mr. Stouffer: I cannot answer that. I really do not know. 


Mr. Haggerty: You do not know. The ministry has actually 
little input into it, then, by what you tell me. You do not have a-- 


Mr. Stouffer: Ontario has no input into that report, ae 
far as I Know; no direct input. We had one session but that was 
not-- 


Mr. Haggerty: Nothing previous to that at alee 


Mrs °Stourttfer=: No: 


Mr. Mackenzie: If the minister has no money, there is not 
much point in bringing out the damned report. 


Mr. Chairman: Do you think there isa deliberate stall? @ 
think that maybe helps clarify the perception that some had in 
regard to ongoing dissertations or discussions at the 
federal-provincial level. It was raised to Mr. Stouffer because I 
had written to Monique Bégin suggesting a meeting with her and I 
must say I was not embraced with open arms as a result of that 
suggestion. We feel there is a time for discussion at the political 
level. 


Mr. Mackenzie: I apologize if this has been asked. It may 
very well have been before I arrived, but in terms of the 
discussions that you have had with the various provinces over 
pension matters, did those discussions embrace the _ kind of 
issues--I do not know how you could avoid them--that we are 
discussing, the benefits or lack of benefits of changes in old age 
supplement, the Canada pension plan, you name it, or the various 
provinces' attitudes to these, or their attitudes towards the kind 
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of a provincial universal retirement system program that Ontario, 
or at least the committee here, suggested? Is this part of the 
dialogue? 


Mr. Stouffer: The working group of provincial officials, 
the discussions to date have been related primarily to the 
refinancing of the Canada pension plan as it at present stands, and 
discussions about pension reform in general, trying to summarize 
where each of the provinces is in regard to that particular subject. 


TemOresome.. acne toaworksivy 1ne thes Luthre, there will be 
substantially more time spent on the matter of pension reform--let 
fea..say. the “private . sector --system--or) other options fF thatesare 
available. But at this time it's really in its preliminary stages. 
70:30 a.m. 

Mr. Mackenzie: Refinancing being the main consideration. 

Mroootoutfenr: Yes: 

Mr. Chairman: Can we begin on the first proposal? 

Mr. Stouffer: If I group my remarks into five areas, the 


first topic is a discussion of the philosophical foundation or 
basis for a provincial universal retirement system program. Then I 


would like to give you an outline of the way the PURS plan works, 


and then a discussion of what PURS accomplishes, according to the 
royal commission. Those first three topics will be discussed in the 
context of the royal commission itself. In other words, what has 
the royal commission said about PURS? 


Then we get into the next section, which we describe as being 


the principal problems that have been identified with the PURS 
program. This is more or less a summary of the comments that have 
been received to date on the PURS program. Finally, I would like to 


wind it up with a summary of the kinds of guestions that have to be 


-answered before a PURS program could be accepted. 


So, starting off with the philosophical basws-oePURS: isi. a 
central recommendation of the royal commission. It is a system Gr 
Mandatory employment-based money-purchase pension. plans. To. .give 
you some feeling as to why the royal commission arrived at a PURS 
proposal we, I think, have to see what problems were identified by 


the royal commission and then the philosophical view that was 
developed for addressing those problems. The pension problems were 


identified, and this will be old hat to all of you, but the eight 


basic problems the royal commission identified were as follows: 


1. The low coverage issue, where 1.5 million people in 


Ontario have no formal voluntary pension coverage, and_ the 
likelihood that the coverage through voluntary employment pension 
plans will not exceed 50 per cent in the foreseeable future. 


2. High job mobility means low pensions. For the existing 


: portability arrangements there is only a fair: probability. that the 
|mobile workers will actually accumulate a reasonable pension, and 


Parigerntevesting.-or-. Locking: “ini will “noc provide a satisfactory 
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degree of effective portability. As an aside here, when Castonguay 
was here earlier on last year at the previous hearings, he 
indicated that when you talk about coverage you have to think in 
terms of what is effective coverage. Does a person actually enjoy a 
pension for the time he spent as a member of the pension plan? 


3. Contributory plans are inequitable. Upon termination of an 
employee's pension that may be paid to him, it may have a value 
only slightly greater or perhaps less than his own contributions. 
The deferred benefits of those terminated employees suffer the most 
from the effects of inflation where they are not indexed. 


4. Defined benefit plans are inequitable, in the sense that 
the longer-service employees benefit at the - “cost #bor the 
short-service employees. That is particularly true in the final of 
best average defined benefit plans. Also, there is a complexity of 
design that Prevents employees from really understanding what 
coverage or what pension they are going to be entitled to, and they 
do not really understand how they are subsidizing other employees. 


5. The deferred wage concept is not recognized. Pensions ag 
deferred wages are not fully recognized in any existing plan design 
except where there is immediate vesting. 


6. The funding of defined benefits plans is very complex and 
subject’ to ‘errors> arising: from “actuarral forecasts and = “tim 
experienced returns on investment, Tirclac) Ol, mortality and 
terminations. Even if the funding is disclosed, its complexity 
prevents plan members from really assessing what the financial 
position of their plan is. 


7. Inflation has led to experience deficiencies in many final 
Or best average plans and has eroded the value of deferred benefits 
in all defined benefit plans that don't have indexing provisions, 
Although there is a variety of ad hoc arrangements for adjusting 
pensions once in pay, there is difficulty with their funding and 
plan members can be misled into assuming there is more inflation 
protection in “the, plan” than’, 18° actually provided..” That 
particularly true upon plan termination. | 


8. There are limited survivor benefits in most pension plans 
now and this is a necessary feature of pension plans, but not 
uniformly available in existing pension plans. | 

| 

Those are the eight major areas the royal commission feelsi 
have to be addressed. At the same time, they state their 
Philosophical position in regard to solutions to those problems. In 
their view, the problems can only be addressed if there is a change 
in the philosophy underlying employment pension plan designs. 
Specifically, and this is the key, I think, to understanding why 
PURS--a quotation here from the royal commission--"The necessary 
Change in approach is away from group responsibility towards 
individual responsibility in the provision of retirement income 
through employment pension plans." | 


Three reasons are given for this change from group to 
individual responsibility. These are identified on page 305 of the 
report, volume two: The first is individualism. What this means is 
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that individual interests and the sanctity of property, in this 
case pension rights, are paramount. Individuals are allowed 
economic independence and permitted to benefit from their own 
initiative. That is our definition of what the royal commission 
means by individualism. 


The second reason for this shift from group to individual 
responsibility is that subsidies among group members are no longer 
acceptable. Benefit subsidies that occur in defined benefit plans, 
whether employer-based or national, are no longer acceptable. The 
unacceptability of subsidies may be the result of an increased 
awareness of their long-term effects. That can be translated back 
into some of those problems that already have been identified among 
the eight I mentioned earlier. 


The third reason for this shift from group to individual is 
that the costs of providing retirement income will increase in the 
future and there is a need both to control cost and relate cost to 
specific benefits. Cost concerns have increased with the 
realization in the late 1970s that resources were not unlimited, 
and a continuation of economic growth cannot be guaranteed. Many 
social programs rely on continued economic growth fonvetheiy 


acceptability and if that growth is cnots,therne then. we sacan 


understand there will be dissatisfaction in the future with those 


programs, mostly on the part of those who pay for them. 


The commission's solution.-..toyeethese problems that were 
identified within the context of this philosophical view is, and I 
quote from the commission's report, “the institution of a mandatory 
retirement savings plan on an individual account basis foreyaLl 
workers in Ontario between the ages of 18 and 65." That leads us in 
to the specifications of PURS. 


10:40 a.m. 


Mr. McClellan: Could I just ask one question of 


‘clarification? I don't want to stop your presentation, but on the 


second point, "subsidies among group members no longer acceptable," 
are you talking about intergenerational transfers or are you 
talking about redistribution within the current generation? 


Mr. Stouffer: I think the commission is talking about two 
things there. That is a very broad statement wight jout,of thesaroval 
commission's summary of what was said, but I think one of the kinds 
of transfers it mentions in its list of problems is the transfer 


from the short-service employees who terminate to the long-service 


employees who get a pension. The contributors in a pension plan or 
the members of a pension plan who do not derive any benefit from 


'the plan or a small benefit from the plan effectively subsidize 


those who remain in the plan. That is one area. But they also state 
that it is a national plan problem, as well, and there Il think you 


would be right, as you said, also to include transfers of the 
intergenerational type. 


As to the specifications of PURS, its general structure fea 


'system of fully portable money-purchase plans. Ideally the PURS 
plan would be a national system. However, if a federal-provincial 


agreement to PURS is not forthcoming, the system would operate only 
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within Ontario. Membership in the system would be employment-based 
and mandatory. Opting out would be permitted only under specific 
conditions. It is a money-purchase plan, and money-purchase plans 
define the contributions to be made by the employer and the 
employee, but not the benefit. The accumulated contributions and 
interest are used to purchase an annuity for the member upon his 
retirement. 


In this particular plan, the eligibility provisions would be 
anyone who is employed or self-employed, between the ages of 18 and 
65, so this makes the eligibility essentially the same as for the 
Canada pension plan. The earnings covered would match the Canada 
pension plan, that is, contributions would be made on earnings 
between the year's basic exemption and the year's maximum 
pensionable earnings, as defined by the Canada pension plan. For 
1982, this would mean that earnings between oe 600 and $16,500 
would be contributory income. 


There is a note here enee the YMPE was originally intended to 
egual the average industrial wage. However, that relationship has 
not been maintained, and at present the YMPE is roughly 20 per cent 
below the average industrial wage. For 1981 the YMPE was $14,700, 


and we are estimating the average industrial wage to be something 
Like $8 //500% 


Contributions would be made to the plan according to a 
schedule based on age. For the employee, the contribution rate 
between 18 and 30 is one per cent, between 30 and 45, 1.5 per cent, 
and between 45 and 64 two per cent of the contributory earnings. In 
order to avoid discrimination, the employer contribution rate would 
be two per cent at all ages. When those contributions enter the 
plan, they will be immediately vested and locked in. What kind of a 
benefit does this generate? The intention of PURS, according to the 
royal commission, was to provide ae retirement benefit of 
replacement. of income,.of roughly 15 ,to 25 per, cent ,:for same 
individual worker at the average industrial wage. 


The numbers they present there would suggest that a male 
contributor would derive 20.8 per cent replacement and a female 
contributor 17.7. These numbers were worked up on the assumptions 
that the retirement age would be 65, that the annuities would be 
calculated separately for the males and females utilizing the 
different mortality tables for those two sexes and that the payment 
that would be paid out would not be adjusted for inflation. I think 
this is a key point. So in those numbers that is the starting 
annuity replacement that you could anticipate. It further assumes 
that the individual has worked uninterrupted at the average 
industrial wage for a 47-year period, from age 18 to 65. 


The type of annuity that would be derived: first, it would 
begin at age 65, but there would be an option to defer retirement 
until age 71, the same rules as for the registered retirement 
Savings plans that we now have. There would be a mandatory joint 
and last-survivor option with 60 per cent going to the spouse, and 
that option would have to be waived by the spouse if a different 
type of annuity was desired. 


It death occurred before age 65, there would simply be 4 






itransfer of the funds accumulated to the deceased's estate. They 
mecomend annuities should be calculated on unisex mortality tables. 
| Although this is a mandatory plan, provision is made that if 
the individual employee is a member of a pension plan which 
satisfies the requirements of PURS, that particular pension plan 
jcould opt out. However, it would have to guarantee that its 
benefits would not be less than those available under the PURS 
arrangement. 


| Finally, getting into the administration and finance for the 
plan, the contributions that were made would be placed in a deposit 
vehicle, and the contributors would choose a financial intermediary 
ito receive and invest his or her contributions, as well as the 
employer's. Contributors could change intermediaries; however, only 
one account would be permitted at a time. If the contributor did 
‘not choose an intermediary, funds would be deposited with a central 
pension agency. 









| Mr. Williams: Could I Fustessask one question of 
clarification before you leave that page, Mr. Stouffer? Under the 
‘two separate headings, "PURS Annuity as Per Cent of AIW in Year 
Prior to Retirement," one of the assumptions is annuity calculated 
using separate male and female mortality tables. Then you come down 
to the next section, "Features of Annuity," "Annuities Calculated 
on Unisex Mortality Tables." Isn't there a conflict here? 


Mr. Stouffer: Both these numbers were taken from the 
Ireport, so those are all the numbers that I have. I would assume 
ithat if you were to work it out on a unisex mortality table, the 


male contributor would receive a replacement of maybe 18.5 per cent 
,and the female contributor would receive a replacement of 18.5 per 
cent. They would be the same. 


| Mr. Williams: Yes. | 


, Mr. Stouffer: But the numbers that were presented in the 
report were based on separate mortality tables, and that is all we 
hve to go by. 


| Mr. Williams: But the recommendation in the report is to 
igo to unisex mortality tables-- 


Mr. Stoutfers -*That) is right. 


Mr. Williams: --while their calculations are based on the 
other. 


Mr. Stouffer: At the present time, the royal commission 
| does not see the need for self-administered PURS accounts; however, 
if that should be desirable in the future, that would be a logical 
_ extension. 


The deposit vehicles that we mentioned would have their 

investments restricted in the same way that pension plans have them 
restricted now, with the exception that foreign investments would 
_be excluded. 
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Finally, in the administration, if it were a strictl™ 
provincial plan, the contributions would be remitted to, and 
accounts administered by the central pension agency in Ontario. 
However, if the provincial universal retirement system plan 
received national acceptance contributions would be remitted to 
Revenue Canada, and accounts administered by the Department of 
National Health and Welfare. This would parallel the Canada pension — 
plan administration. ) 





What does PURS accomplish? This is according to the royal 
commission. rire; ae covers Varcuauly all employed and 
self-employed individuals between the ages of 18 and 65. 


Second, it strikes a visible link between cost and benefit 


for employee, and introduces fixed and predictable costs for 
employer. 


Third, te makes retirement income provision . tha 
responsibility of the individual through immediate vesting and 
complete portability. 


Fourth, it makes pension accrual a form of deferred wages, 
and not a reward for long service. 


Fifth, it prevents loss of pension assets through individual 
termination and cash withdrawal. 


Sixth, Tew trorasy Giune individual an opportunity to 
participate in his or her own account. , 


Seventh, it permits voluntary employment plans to develop 
under collective bargaining arrangements. 


Eighth, it causes employees to re-examine their current 


pension arrangements. Employers will decide whether to opt out of 
PURS or to alter their present plan. 


Ninth, |it'. results» cine: full «and ‘simmediate funding on game 
continuing basis. 


Tenth, it allows individuals to benefit from inflation 
premiums in the nominal investment returns. 


Eleventh, Ec removes the uncertainty about pension 
entitlement in periods of broken service whether through sickness, 
unemployment or short service; and it involves no subsidy from the 
less fortunate to the more fortunate. 


A point that maybe should be clarified there is that now if a 
person has a period of broken service, his pension entitlement from 
the period before may disappear if he takes his cash. If he came 
back to the employer he would be starting over again. 


In addition to these ll points, there are other features that 
the commission notes. It does not rely on a complex set of 
intergenerational transfers for financing as would an expanded CPP, 
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/and it would serve as a source of long-term savings for capital 


accumulation. 


That pretty well summarizes what the royal commission has 
Said about this PURS proposal. Since the royal commission several 
parties have examined this series of recommendations, and what we 
are doing here now will be summarizing the problems that PURS would 
create. 


The first problem that has been identified is that PURS is 
regressive in the sense it adversely affects the lifetime 
low-income families. Mandatory PURS contributions would lower the 
disposable income during their working life and PURS benefits would 
displace their general revenue financed GIS benefits. In effect, 


the PURS plan required the lifetime low-income earner to prefund 


the GIS payments and the GAINS payments that he would otherwise 
receive. 


The commission does not perceive this as a problem. From the 
perspective of the individual looking after himself, it sees this 
transfer of the cost of the guaranteed income supplement program 


| from the general revenues of government to the individual who 


actually receives the benefits as a desirable result of PURS. 


Tf. you . wantceto>. just turn “brierly “for >a’ moment” to the 
appendix, we set out there an example of the impact of PURS and the 
provision of benefits after retirement. 


I will direct you through this fairly quickly. On table one, 
this assumes a single individual retiring on January te a oe OOS 
at the pre-retirement income--that would be income earned in 
1980--and the retirement income that would be derived in 1981. 


A person who iS earning at the average industrial wage 
without the PURS plan has a disposable income of $12,607.91 prior 
to retirement. Without the PURS arrangement, but with the full 
Canada pension plan, the old age supplement, income from. the 
guaranteed income supplement--he would not receive the guaranteed 
annual income system because he would be in too high an income 
category, but he would get tax grants. We are assuming there that 
he would be entitled to the entire property tax grant as well as 
the $50 sales tax credit. The total disposable income available to 
him would be $7,539, which means the present system is providing to 
that individual just under 60 per cent replacement. 


If the PURS plan were instituted, the disposable income would 
drop because of the impact of first contribution, so it drops from 
$12,600 to $12,400. But the retirement benefit would increase from 
$7,500 to $9,513.39. In this particular case the replacement has 
risen from the 59.8 to 76.7. So, in this example, PURS has provided 
17 per cent more replacement. 


There are a couple of things that I think should be drawn to 
your attention here. That is that the PURS benefit is not indexed. 
So if we look 10 years down the road as constructed here, the PURS 
benefit would remain at the $3,500.36, which is illustrated in the 
bottom part. of the, table. But?..the» other benefits from old age 
security and Canada pension plan would be indexed. So if you are 
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looking at the effective replacement of PURS, although it starts 
out as improving things by 17 per cent, it probably would be atm 
much lower level later on. 


Table two presents similar figures for a couple. In tha 
particular illustration again, just looking at’ the totals in “oa 
bottom part of the table, the effect of the income replacemen@ 
without the PURS plan is 85.2 per cent. In other words, they would 
derive 85.2 per cent to their pre-retirement disposable income and 
receive income from government programs of $11,462.81. 


Although the PURS benefit is, in this case, $2,720, there a 
an offset “in Gains. of $1,360, so that you effectively reduce (tae 
Gains payment substantially. So the married couple is not as well 
off, or is not made as much better off by PURS as a Single person. 


Mr. Haggerty: The same thing could apply to the tax) 
grants, too. That could be removed at any time too. 


MrirStoutier:: Thatais true. 


Here the effect of improvement and replacement is 11.5 per 
cent. So you can see that there iS some variation from the 20.8 per 
cent figure that we illustrated earlier on when you factor in the 
impact on the guaranteed income supplement program. 


It also illustrates guite nicely the fact that introduction 
of the provincial universal retirement system plan simply provides 
an offset to the guaranteed income supplement and, essentially, the 
individual who was contributing to a PURS plan would be prefunding 
his GIS benefit which he is now entitled to. 


PLa.ite 


Mr. McClellan: What percentage of the average industrial 
wage are you assuming as the PURS payout? 


Mr. Stouffer: In that illustration we are assuming 
everything is at the AIW and that the AIW is $17,000. 


Mr. McClellan: Right, and that the PURS payout is_ what, 
15 per cent or 20 per cent? 


Mr. Stouffer: We are uSing the 20.8 per cent. It wag 
Shown in the earlier table. 


Mier MCClel Lancs iSorry. 2ves. 


Mr.uiStouffersaJuste anpoint sot .claritication;s .the . 20.6 sam 
cent is for the single person and 16 per cent for the married case 


because we are assuming that there would be a joint last survivor 
benefit. 


Mr. McClellan: Why is the Canada pension plan payment so 
much less? CPP is paying at 25 per cent AIW and the payments are 
less than the PURS payments of $306 a month for 20 per cent. They 
have to pay $275 a month for your CPP benefit which-- 


ite: 
Interjections. 


Mr. Stourrcer: No, “E=think. “that the ~part you are’ trying to 
get at is the Canada pension plan benefit is based on a three-year 


average of the yearly maximum pensionable earnings, and the PURS 





benefit is based on the final YMPE, so the average YMPE, or the 


three-year average industrial wage provides a lower base for the 25 


per cent to operate on. 


In fact, if you look over to page 16, assumption two, you can 
see there the calculation of the Canada pension plan benefits. Do 
you see the 37/95/25 there, the average of the three items? That 
average would be something like $15,000, I would guess. 


Inthe case. of.-the. PURS. benefit,..and in the case of. the 
singles, we would be taking 20.8 per cent of the $17,000 figure. 
That is why the number from the PURS plan appears to be relatively 
larger than it should be. 


Mr. Riddell: One thing I do not understand, we are making 


a comparison here between the disposable income upon retirement and 
the disposaple income prior to retirement. In your pre-retirements 
you have the married couple or the Individual ,. 1c) doessnotrmatcer 
which, you are showing them with a CPP income and you are showing 
them with a PURS income, but in effect they would not have that 


income because they are not retired yet, would they? 


Mr. Stouffer: We are not showing that as income, those 


are minuses, because they are contributions to the Canada pension 
/plan, if you are looking at table one in the right hand column. 





Mr. Riddell: Oh, okay. :Yes: 


Mr. Stouffer: Those are the contributions they have to 
make so you have to take those things off to find what their 
disposable income is. We have also included the Ontario health 
insurance plan in there as being a part of it. They would have to 
pay that so that is a deduction. They do not have to pay it after 
age 65. 


Moving on then to the second problem, the burden of the 
employer's contribution falls most heavily on the low earners. AS a 
general rule, employer contributions to non-wage benefits are still 
a part of the total compensation paid labour, and they are borne by 
the employee. So if we introduce a PURS plan the employers will 
adjust to the PURS contributions by restructuring the total benefit 
package and, perhaps, reducing takehome pay. Any BVeEducti Onakin 
takehome pay, or restructuring of established benefit packages will 
most heavily burden low-income families. 


From an economic perspective, the employer contributions to 
PURS can be interpreted as an increase in the minimum wage. This 
could lead to discouraging the hiring of young, unskilled or 
part-time workers. That comes from the fact that the employer is 
putting two per cent into the PURS plan. He can't have a wage paid 
which is less than the minimum wage, so he has no way of absorbing 
that two per cent by reduction in the wage. It simply is an add-on 
to his employment costs. 
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A third problem that has been identified is the fact that it 
takes 47 years for PURS benefits to mature, so that if the PUR 
plan was instituted in 1983 it would be 2030 before full benefits 
would be available. The commission doesn't consider this a problem 
since the present programs, OAS, CPP, GIS and the Ontario Gains 
meet a major part of the low-income problem. 


Mr. Haggerty: What you are telling me here is that there 
is no problem there, that the present old age security and Canada 
pension and GIS provide sufficient-- 


Mr. Stouffer: With “the ‘exception of the single  elderms 
problem. 


Mr. Haggerty: pie they increase the Canada pension 
benefits now, perhaps this would just completely throw the PURS 
program out. 


Mr. Chairman: With the exception of the philosophy. 


Moo Haggerty: | That,.is,);ali ywe “sare dealing with is’ the 
philosophy. 


Mr. -Stouffer: . There .are some other things I «can ,talg@ 
about later on that we could consider here. 


Mr. Haggerty: All we are dealing with is the philosophy 
of it, whether there is a need for it or not. I understand thag@ 
there is a need for the low-income-- 


Mr..Stouffer: The single, elderly-- 


Mr. Haggerty:,That's. right, that, their, benefits should be 
increased. Assistance should be given to them somehow, either 
through Canada pension or--Issues on Pension Policy. We talk about 
philosophy and maybe I should read this into the record; this is 
from Issues on Pension Policy. 


Mr. McClellan: I wonder if we could allow the witness to 
complete his presentation. 


Mr. . Chairman: There is going to be a lot of time fog 
discussion and debate. I wonder, as was agreed at the outset, if 
Mr. Stouffer could complete his presentation and then we could come 
back and tear him to shreds later. I say that in a-- 


Mr. Stouffer: I hope you noticed that I have avoided 
taking a position here. 


Mr. Chairman: it« rs 4 not.wyournse chought...I[t, 1s. the. thouguam 
of the royal commission and what you are doing is giving us 4a 
briefing on the royal commission's recommendations, so I don't want 
you to take my comments personally, Mr. Stouffer. However, as you 
Know, the tendency is to shoot the messenger. 


Mr. Mackenzie: I noted how you very carefully, in the 
beginning, distinguished between the royal commission's views and-- 


igs 


Mr. Stouffer: Okay, moving on to number four. The level 
of the PURS replacement rates are uncertain and this is brought 
about because of the money-purchase design of the plan. The 
commission indicates, as we discussed earlier, that the replacement 
could be 20.8 per cent of the AIW for males and 17.7 for females. 
However, this projection has three restrictive assumptions. 


The first, an important one I think, is that it assumes that 
employment is uninterrupted between the ages of 18 and 65. 
Secondly, the annuity that is paid out is a single life annunity. 
Now the two things there--the males and females of course have 
different rates. If a joint and last survivor type annuity were 
used those replacement levels would probably be perhaps four 
percentage points smaller. 


Mr. Williams: I am sorry, what annuity? 


Mr. +-Stouffer:kpAw joint jandfelast «survivor..¢ They ‘kind, they 


recommend is the pension that continues to the survivor at the 


level of 60 per cent of the pension available to the member. So 


that would have the effect of bringing down the replacement perhaps 


four percentage points, from 20.8 to roughly 16.5, somewhere in 


Mthere. Further,: the pension that is created in these calculations 
is a level pension. It is not adjusted for inflation in any way. 


Vounewilleerecallwthatiwines thew royal commission mreportaga 
suggestion was made that inflation adjustment be made through the 


income tax system, so that is why it did not appear here in these 
numbers. 


11:10 a.m. 


To give you some kind of a feeling for the reduction that 
would be created if you had inflationary pensions--that is, 


pensions that escalated--you would have to reduce that replacement 


rate by another perhaps four or five per cent, somewhere between 


mfour and five per cent, or six and seven per cent. Somewhere in 
that range would be the reduction in the replacement rates colt 


follows on down we might be talking about a 10 per cent replacement 


rate by the time you really got all the features in that you wanted. 
MegeMecClellansisTen percicent? 


Mr 60'StoutfereeYess:«Iuvram fsayinged20. Seper Iccentipis ptor,the 


mmale; take off four per cent for: the joint and last survivor; take 


off another six per cent for the inflation protection and you are 
down in the neighbourhood of 10 to 11 per cent. That is roughly 


what it is, something to give you some feeling for the adjustment. 


I think we have pretty well covered all of the points there 
at the top part of nine. Moving on to five, a criticism «that ahas 
been levelled against PURS is that the same contributory history 
can produce different benefits. The final benefit that is available 
from PURS is sensitive to two things; the investment performance 
during the accumulation period and the prevailing annuity rates at 
the time of retirement. I will talk about that in a minute. Two 
individuals with the same contributory history could receive 
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dramatically different benefits because of the different investment 
performance. 


To illustrate, we have assumed that interest exceeds wages by 
one per cent over a 45-year work history, then the defining 
contribution plan ‘similar to PURS would produce a’ 15 per | cams 
replacement rate. However, if this interest-wage gap dropped to 
zero per cent, the replacement ratio would fall to 12 per cent. So 
it becomes very important, the relationship between the investment 
returns in the fund and what the growth rate in wages is. 


Similarly if the interest rate-wage rate gap rose to 20 per 
cent, that replacement ratio would be 19 per cent. SO you can see 
there is a remarkable spread there, around 15 per cent. One per 
cent less gives 12, one per cent more gives 19. 


The sixth point is that the PURS benefit is contingent upon 
the prevailing annuity rates at the time of retirement and the last 
two years has been a fine example of that kind of effect. In other 
words, if you had bought an annuity just two years ago you might 
get a 12 per cent rate, whereas in the last six months annuities 
have been calculated using rates as high as 18 per cent. It makes a 
dramatic difference in the level of benefits that would be paid out 
under PURS. 


. The commission recognized this limitation and suggested that 
there could be some flexibility built in by permitting contributors 
to purchase part of their annuity in the three-year period prior to 
retirement or a three-year period after retirement, to allow a 
smoothing of the interest rates and hence the annuity costs. This 
introduces additional uncertainty and complexity into the system. 


The seventh point: the administrative costs would be high. 
PURS allows the individual to select and transfer accounts among 
competing financial intermediaries, and the cost of administering 
these transfers and supplying individual contributors with 
performance statements could be significant. In addition, the 
expense financial intermediaries would incur in competing for PURS 
accounts could be substantial, and these costs would be translated 
into lower returns for the PURS participant. 


Finally, the royal commission indicated that it hoped the 
PURS could be instituted on a/national basis and it certainly would 
be most effective if it were on a national basis. However, it is 
doubtful if all the provincial governments and the _ federal 
government could accept PURS. 


We have already had Saskatchewan indicating that it has a 
strong desire to expand the Canada pension plan. Quebec has 
indicated its intention to expand the Quebec pension plan and 
Manitoba has introduced a government-sponsored, voluntary 
employment-based, money-purchase pension plan called VEPP which is, 
in a way, a variation of the PURS plan. 


Mr. McClellan: When did that take effect? 


Mr. -StouEfer>] 2) think ® i tytookhettect Octonper.- 





Lt 


Mr. Bentley: January l. 


Mr. Stouffer: January 1? Is it supposed to be working now? 


Mr. Bentley: It was effective--prior to the last election 


‘it was supposed to be effective on January 1. I do not know what 
has happened since then. It was originally intended to have it 
mgoing October l. 





Mri. sStouffer: eepomakindstoby tier thiss whole: sthing: “together 


‘now, we have had what the royal commission has said about PURS and 


how it sees PURS answering the problems it identified, and we have 
had some comment from different groups; in particular the Ontario 
Economic Council and the Economic Council of Canada have prepared 


their papers on the PURS proposal. That brings us now to a summary 
lof what has to be looked at in coming to a decision as to whether 


Or not to accept a PURS type of arrangement as a centrepiece for 
pension reform. 


I have broken this down into four broad questions that should 
be considered. They are very broad and I will have to explain them 
aS we go. 


The Cerst one is, is an expansion of Mandatory 


employment-based pension plans desirable? This ~has.toy-do:-with «what 
has been called the coverage issue. To explain that briefly, we 





already have 100 per cent coverage in the sense that the Canada 


pension plan provides one tier of pension protection which has 100 
per cent coverage. Whatewevare really talking vaboutjis whether or 
not there should be another tier of 100 per cent coverage. The 


decision then has to be made, is that desirable to have another 
tier on there? 


The second area that has to be looked at is what Lown the 


minimum level of retirement income that should be guaranteed or 
_ provided by government pension plans? Here we have to look at the 
concerns that we identified earlier, the interplay between the 
guaranteed income type program which can be directed at individuals 
‘who are in need, and the question of whether or not low-income 


individuals;~in ‘particular, should =be® forced to, save for their 
retirement. 


The third area we have identified that has to be answered is 


to what extent should government-mandated employment pension plans 
permit intergenerational or intragenerational redistribution of 


income? In the case of the Canada pension plan, we have a system 
that provides for substantial intergenerational transfers and not 
really significant intragenerational neaistribution... The». PURS 
arrangement is something that protects against intergenerational 
transfers and at the same time avoids intragenerational transfers. 
That is something that has to be grappled with, as well, when you 
are looking at this particular question. 


Els cOmas mh. 


Pinally, treet iebhere Lois .to Sbesgan expansion of mandatory 
coverage, once you have answered those first three questions and 
decided that there needs to be another tier, 100 per cent coverage 
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at a higher level of replacement than we have now, what is the best 
way to go about it? IS PURS superior to the Canada pension plan or 
is the CPP a better vehicle? 


We have not here presented any arguments for either the CPP 
or the PURS arrangement in comparison with each other. I think that 
is beyond the scope of what our assignment was today since we are 
directing our comments at the royal commission report itself, but 
that is something that has to be addressed by the select committee 
before you can come to a real understanding of how to consider 
PURS. That brings me to the end of the prepared remarks. 


Mr... Chairman:eoMr. Stouffer, sbefore «Ili givewMr.: eHaggénme 
the opportunity to carry on with his questions and citation og 
certain information or writings he has, could I ask you a general 
question? It goes back to the initial part of your presentation, 
which reflects the royal commission's philosophy, and that is that 
to address these problems a change in philosophy is indicated. 


You quote from the report that the necessary change in 
approach is away from group responsibility towards individual 
responsibility in the provision of retirement income through 
employment pensions. It strikes me there may be an inherent 
contradiction there, an that in the name OL individual 
responsibility you have a government mandating a universal program. 
That does not seem to coincide with my concept of logic. Do you 
have any comment on that? 


Mr. Stouffer: The royal commission identified that 
increased coverage by the private system of voluntary employment 
pension plans was unlikely, so that the only way to improve "the 
coverage" or to provide full coverage on a higher level of 
replacement than is available under the CPP, it would have to be 
mandated by government. 


Mr. Chairman: The other broad observation I would like to 
make before Mr. Haggerty gets going is there is a certain premise 
Or assumption or series of assumptions that are made prior to and 
forming part of, I was going to say, developing the concept and 


upon which the concept or PURS proposal is based. I sense that some 
of those are indicated. 


They are identified as existing problems and problems that 
are current and will remain current and therefore we have to bring 
about reform. High job mobility, for example, could mean we find 
benefit plans inequitable, deferred wages unrecognized and so on. 
As you know, this committee has recommended change, what we would 
consider reform in regard to those items, which items, as currently 


exist, form an incentive if not a premise for developing a PURS 
program. 


If the premises change or the pension problems as identified 
are rectified, would that not in your view make unnecessary, or at 
least less necessary, the development of an add-on type of pension 
plan such as the PURS plan? 


Mr. Stouffer: The two things” probably” run’ hand? in’ thands oe 
think really what PURS is trying to get at, the major problem it is 


| 
| 
| 
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Beving itonsolvepias “I dread ity, is this; ‘matter . ofa, inadequate 
employment pension income or inadequate retirement income being 


paid to people who are in the low income levels who are at present 
uncovered, or to anyone who at present is not a member of an 


employment pension plan. 


I think that is the primary problem that PURS addresses. 
Obviously, it does not solve the problem for the individual who is 


now in a final earnings plan, who has a 10-year vesting, that sort 


of thing, the problems created by that. Those problems do not go 


away because we bring in PURS. 


I think if you look at the royal commission in its context, 
they are really saying, "You have to do that for the employment 


pension plans that currently exist," but there is still a very 


large uncovered group and the only way to get coverage for them is 
Beminandate jit. elt ieishanoteagoingyntog.comensathroughs tthe,envoluntary 
system. In that perspective, I think you have to look at PURS, and 
the primary problem that it is solving is the low coverage. 


More -Chairmanz«. So «of all. the problems,» thati, have ~ been 
identified in the report, and you have enumerated eight of them, 
the significant one is the low-coverage one, because most of the 
other problems will evaporate if there is basic pension reform. 


Mr. Stouffer: If there is basic pension reform along the 


lines the select committee has already indicated, there will be a 
reduction certainly in the problems that are identified here. I do 
not know that they are perfectly solved. In other words, five-year 


vesting does not perfectly solve some of the problems that are 


identified here. It does not perfectly solve the portability 
question. 


But I think that the PURS plan is consistent, in that if its 
primary purpose is to solve the low-coverage problem, the design of 


tne plan does not have these other problems in it. In other words, 
they have got around all the problems that they have identified so 


that the PURS proposal, if looked at only by itself, does not have 


these problems. It is not a solution to these problems in 


employment pension plans but, as itself, <titiedoess notre havermthose 
_particular problems. 


Mr. Chairman: eWhnat.sVOur sare saying is...that itaycean 


accomplish its goal whether or not there is reform in the present 


pension legislation. 


Mr. Stouffer: I think you could say that, yes. 


Mr. Chairman: Then the impact of the deductions, the 
first deductions of premiums on the low income, do you see that as 
a disadvantage or as a defect? 


Mr. Ilkiw: I guess the traditional view taught in the 
economics course and the traditional view society develops is that 
there are low-income and underprivileged individuals in society, 
and I guess the evolution of society suggests that there be 
collective responsibility. This seems to be some kind of a slight 
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step backwards. That is the theme of the criticism lodged against 
PURS with respect to the regressive nature. 


Mr. Chairman: Would that criticism be equally relevant if 
you increase the Canada pension plan premiums? Would that affect 
the same target groups? 


Mr... Ilkiws: o-You: would first. have) tos have in -youro/ liam 
clearly how you would expect the Canada pension plan to Dé 
expanded. There are many variables in the Canada pension plan 
benefit structure that you can alter but, if it was essentiallg 
changed in the manner that the provincial universal retirement 
system is, you would just increase the replacement rate up to the 
current yearly maximum pensionable earnings, the end result would 
be the same. 


WEIB0. alt. 


Mr. Chairman: In other words, unless you introduce some 
social engineering-- 


Mr. Ilkiws: Yes. 


Mr. Stouffer: There is another aspect to that as well. In 
the Canada pension plan it would depend, too, on how you decided to 
finance it. Just assume you were to double the Canada pension plan, 
if the improved benefit was to be fully financed, then the 
contribution rate for that part of it would probably have to go up 
to eight or nine per cent. In that context, that would have @ 
comparable impact; the magnitudes would be different but it would 
have an immediate impact on the low income people. 


But if you chose to pay-as-you-go to finance the Canada 
pension plan then the contribution rate would not have to rise to 
be at the eight or nine per cent level, so there would be a 
possibility of softening the blow, at least for the early years. Of 
course, it could maybe create a disaster later on, I do not know, 
but for the early years the low income people would not be paying 
the full cost of the benefits they would be deriving so there might 
be some advantage to it. 


Mr. Chairman: Mr. Haggerty and then Mr. McClellan will 
carry on. 


Mr. Haggerty: I think my comments, Mr. Chairman, were on 
"Principal Problems Created by PURS" and the three or four 
different areas covered there by the commission, which does not 
consider this a problem since it should take 47 years for PURS to 
mature. The presentation says: "It will take 47 years before mature 
PURS benefits are paid. If instituted in 1983, the first mature 
PURS benefit would not be paid until the year 2030. The commission 
does not consider this a problem since the immediate and urgent 
retirement needs are met, with the exception of the single elderly, 
by current OAS/CPP/GIS system." 


I think the comment from the witness this morning was that 
this was perhaps a philosophical approach taken to improve the 
pension schemes in Ontario. I made reference to Issues in Pension 
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Policy and Financing of Public and Private Pension Plans Analysis 
from Two Perspectives. This is from the taxation fiscal policy 
branch of the Ministry of Treasury and Economics of December 1979. 
It goes into some detail. 


I was more concerned with the summary of that report. It 
says: "A policy dilemma: The conflicting conclusions pose a 
dilemma. The implementation of policies which pursue society's 
overall economic wellbeing places the individual pension plan 
contributor at an apparent disadvantage. On the other hand, the 
Sraceyi:of implementing policies which lower the individual 
perception of the cost of pensions is the foregoing of increased 
collective wellbeing." 


It goes on to say: "“Pay-as-you-go financing delivers pension 
benefits at the lowest financial cost. This is a strong and 
persuasive rationale for pay-as-you-go financed national pension 
plans. Further, if contributions to employee-sponsored plans become 
more Significant, the relatively lower contribution rates 
associated with an expanded CPP/QPP or even an amalgamated 
pay-as-you-go private pension system become more appealing." 


Sov far, sas Jasnew member;sjofinthe- committee; I> have looked at 
‘the suggestions of pursuing the matter of PURS. To me there is 
‘nothing in this report that says we should be moving in investment 
Fund Linancing.<-It*does say: 


"Prom the economic perspective, investment fund financing is 
preferred. The total value of economic benefits accruing to society 
from additional capital investment exceeds the value of reduced 
pension plan contributions under pay-as-you-go financing. 


"Unfortunately, the external portion of the total return to 
investment fund financing is not identifiable by individual 

contributors. This puts the economic solution at a practical 
disadvantage. Further, even if the external return is recognized, 
its impact on individual preferences is not clear since it would 
only indirectly benefit plan participants. While pay-as-you-go 
financing produces an identifiable reduction in contribution rates, 
an individual's share of the external benefit is elusive and 
| therefore may have less impact on the process of policy 
formulation." 


Just based upon those comments, it is hard for this committee 
and myself to understand the full impact on the recommendations or 
suggestions of the Royal Commission on Pension Reform, and to 
extend it into the area of the suggested PURS program of increased 
benefits. I look at the age of 47 years to be insured. That is a 
rather lengthy time, I think. We are looking at pensions today to 
be reduced considerably from the age of 65 down to 35 years of 
_employment. 


There is nothing mentioned in this report this morning, or 
even in the discussions yesterday, that deals with the problem 
areas that face those persons who are on fixed incomes, or those 

persons who may become disabled before the age ofe65.) There is 
nothing suggested in here that there is a disability program built 
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into the PURS program, or I am not aware of it. Perhaps the 
Chairman can tell me. Is there a disability program? 


Mr. Chairman:: No: 


Mr. Haggerty: That is one of the problem areas with the 
pension schemes today. Even under the Canada pension plan, the 
disability allowance is not sufficient to maintain a person at a 
reasonable income to survive. I suggest to you, as I look at this, 
that I would just throw it out the door. There are so many ifs and 
buts to it that it is hard for me to say it would be a good program 
for the province of Ontario to get into. The cost as it relates to 
policing it would be enormous. I can see that that alone would 
reduce the end output of the benefits to those persons who are 
contributing to it for the purpose that they do have sufficient 
income at the age of 65 to retire comfortably. 


There are so many unanswered questions here. Perhaps some of 
the other committee members can get into it too, but I find it 
falls far short of any thoughts I have in mind to improve pension 
schemes in Ontario for those persons who are low income wage 
earners and persons who, through some unfortunate happening, have 
become disabled. There is nothing in here, except in the philosophy 
‘that it is somebody's scheme to dream up a program like this that 
is supposed to give us the cure-all to our problems in pensions in 
Ontario. 


Mr. Chairman: Mr. Haggerty, you may be confusing 
pensions, which are, in my view, an understanding based on the 
involvement in the work force at some stage of one's life, with the 
need of a minimum income for people to survive. I see those as 
separate. Maybe Mr. Stouffer could comment on that. 


When we are talking about the 1.5 million workers in Ontario 
they are people in the work force. When Mr. Stouffer comments, if 
he cares to, he might be able to give us an idea of who these 1.5 
million workers are. Is it a continuing stream where you may have 
at any one time 1.5 million workers? What is the average number of 
years that they may be in that particular group? Are some of them 
students? Are they people who are part-time who have become 
full-time and who, when they graduate, become high income earners? 
Who are these people? Can you follow them through and make some 
more sense out of that? I say that when we are talking about 4a 
plan, in this case the PURS plan, that requires a lifespan of 47 
years in order, I guess, to regurgitate the maximum benefits. 


11:40.a.m. 


Mr. Haggerty: It would be difficult even to obtain th@ 
first five years of employment, because I can see under this 
program that many employers perhaps will not get a person 
established in an industry or employment up to a period of five 
years. It will be three years and you are gone. They wouldn't even 
be able to obtain any income in the program suggested here. 


I think in one of the committee's first reports it said five 
years would be the beginning of the contributions for investment 
purposes. I think that is going to be rather difficult to Maintain, 
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‘because my experience has been sometimes you get up to almost 10 
years in an industry, and because you are getting into an area of 


pension level under the present schemes if for some unknown reason 
you were dismissed or your job was no longer there. It would depend 
upon the type of job. If you were skilled in that particular job, I 
think it would be an area where the industry could look at and say, 


"well, we just can't part with that skilled worker at the present 
time, but this other one has lower labour qualifications." 


In certain industries, people have always had a difficult 


time in the past to find security in jobs. I know about the layoffs 
at Inco. I use that example, because I sat on a committee dealing 


with the layoffs there and we found this to be a factor too in job 


Fsecurity. Almost 10 years if you got to that--there was good 
screening being done before a person would perhaps be found 





acceptable beyond the 10-year level or nine-year level in that 
particular industry. In setting that basic five-year principle, I 
don't think you are going to have too many employees being 


maintained in employment opportunities based upon that. 


Mr. Chairman: PURS would have immediate vesting, as I 


understand it. There would be no waiting period. 


Mr. Haggerty: I thought it, Swas ~sfive.. years.,,before you 


fcould gualify. 


Mr. Stouffer: No, sorry, right from the first day you 


work in the PURS plan. 


Mr. Haggerty: I thought I Saw thati- hinesonew.ofbme the 


recommendations. 


Mr. Stouffer: The recommendation for employment pension 
plans the royal commission came out with and the select committee 
Suggested was that there be vesting in those plans after five 
years. In the PURS arrangement it was immediate vesting. That is 


what gives it effective full portability. 


Mr. Haggerty: I cannot find it now, but that was the way 


I interpreted it. Perhaps I'm wrong. 


Mr. Stouffer: We have it summarized in our notes here on 


page four at the bottom, the very last point. "Contributions are 
fully and immediately vested and locked in." 


Mr. Haggerty: That is after one year's employment? 


Mr. Stouffer: That is after one day's employment. There 
is no waiting period to get in. You may be confusing the 
recommendations related to employment pension plans and the 
recommendations related to PURS. It's the very last point on the 


page. 


Mr. Haggerty: Yes, I see De acne re. "Contributions: are 
fully and immediately invested and locked in.” 


Mr. Chairman: Did you wish to comment, Mr. Stouffer, on 
the observations I made? 
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Mr. Stouffer: I can make some comment on those. The first 
thing you talked about had to do with who are the uncovered, and 
the only information we can get now is a snapshot approach to it, 
in other words, taking a snapshot of the population, and seeing who 
is in a pension plan and who isn't. We can't tell you who is likely 
to be in a pension plan at some time during his working lifetime. 


As a first pass at answering your question, there was a study 
done for the Canadian Institute of Actuaries, and I am sure it was 
tabled here, showing the proportion of employee tax filers between 
the ages of 25 and 64, who were covered by registered pension plans 
Or members of registered retirement savings plans. Combining those 
two vehicles, if a person is earning less than one half the average 
industrial wage, only 15 per cent were members of RRSPs or RPPS. 


Between one half and one times the average industrial wage, 
the coverage was 5l per cent. AS you move up between one and two 
times the average industrial wage, coverage was 78 per cent, and 
above two times the average industrial wage, the coverage was 86 
per cent. So that tells you the largest group of uncovered people 
lies in the low income earning group. 


Mr. McClellan: Can we have numbers for the section of the 
work force attached to those categories? 


Mr.” “Stouffer: ‘Just a’ "minute. There “are= statistics, bute 
do not know-- 


Mr. Ilkiw: Could you specify your question again? 


Mr. McClellan: When you say that 50 per cent of AIW 
workers are covered by RRSPs or RPPs, what percentage of the work 
force is that, or how many people is that? 


Mr. Ilkiw: I think it is a safe assumption that most 
people there would be filing an income tax return if they are 
employed, so essentially they are one and the same. There might be 
a small percentage drop--one or two points at the most--but 
essentially you could treat them as being identical. 


Mr. Stouffer: I think there is a misunderstanding here. 
Mr. McClellan: Give me the stuff again, I may have-- 


Mr. Stouffer: I think what he want to know is-~ what 
percentage of the labour force is at one half times the average 
industrial wage and below in income. I think it is safe to say that 
roughly 50 per cent of the people of the labour force are below one 
times the average industrial wage. 


Mr. McClellan: That is helpful. 


Mr. Stouffer: Fifteen per cent of the coverage does not 
mean anything if there are only two people in the group. 


Mr. McClellan: Precisely. 


Zo 














| Mr. Ilkiw: The only number we have developed here--it can 
me broken down: but this is for 1979-- 


Mr. Stouffer: This would suggest more than 50 per cent 
are below. If you take the present YMPE as being roughly 80 per 
cent of the average industrial wage, 56 per cent of the population 
have income below that level. 


| 


Mr. McClellan: Below the YMPE? 


Mesastoutrer:: Yes, nepomoeroncent,sof sthersbabour=“force) jhas 
income below the YMPE so that group-- 


pLi:50 a.m. 


| Mu e@haltman: Mr. +. Stourfrer,.> how = do--vyou-.y define. -labour 
force? The people who are paying income tax or what? 


| Mr. Stouffer: It is defined as anybody who contributes to 
the Canada pension plan. This is the data base we are using. You 
look at CPP contributors. Essentially, that is your total employed 
labour force. 


Mr. (Dikiw: we find ‘that 56 ‘pér> cent “sof” the™ peoples who 
contribute to the Canada pension plan are at or below the YMPE. 
Sixty-seven per cent are at or below the average industrial wage 
and 86 per cent are below or at one and a half times the average 
industrial wage. Because we consider CPP to have universal coverage 
except for the odd exception, that is the same as the employed 
labour force. Then we can divide it up between males and females 
and you would find it a bit different. 

Mr. McClellan: Does that tell us, when we are talking 
about our 15 per cent, how many people we are talking about? 


| Mr. Ilkiw: We can crank out the actual numbers of people 
by looking at the total labour force in that particular year, but 
jit changes from-- 

Mr. McClellan: It might be helpful for the committee, 
since the issue of coverage is a central issue and still subject to 
a certain amount of confusion--would it be possible for you 
gentlemen to pull together the material you have with respect to 
coverage? I realize it is not a heck of a lot more than what you 
have given us, but even if we had it in front of us in black and 
white with some indication of what numbers and percentages of. eche 
work force we are talking about in terms of coverage, I think that 
would be helpful. 


Mr. Stouffer: We do have, although it is not published 
yet and is not in a state to be published yet, a paper we are doing 
on the coverage issue. We are not prepared to let this paper go out 
yet, but there is a lot of information here on who is covered and 
who isn't, what industries are affected and all that sort of thing, 
which would be a useful document, for the future anyway, for people 
to have. 
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Mrs Mccletiane” rt “ts “very “hard tor" Us “AOshdc sour ee 
without having the most-- 


Mr. Stouffer: The only thing I. can. suggest..1s—-thataae 
undertake to pull together some things from here that you could use, 


Mr. Chairman: That sounds like a happy compromise ‘rathes 
than a Speaker's warrant. 


Mr. McClellan: The numbers preclude Speaker's warrants in 
the new realities. But I would ask if the chairman could make; 
since this is obviously a policy decision, inquiries on behalf qa 
the committee to the appropriate ministry to see whether this 
Material could be made available to the committee, since thé 
coverage issue is central to everything we are dealing with under 
Our mandate. If that isn't possible, then perhaps we could take 
advantage of-- 


Mr. Stouffer: I think we can try to summarize-- 


Mx. Chairman: Mr. McClellan, if feel abe is a prevum 
central issue. That is why I raised it with Mr. Stouffer. We raisem 
it in the past after asking a few questions of Mr. Stouffer Gam 
connection with the first program. Fundamental to the raison d'étre 
for the first program or plan is the coverage issue. What I will 
undertake to do certainly is to get together whatever information 
is “available “that could’ assist the committee “in* *régarcem 
identifying the extent of the problem. Okay? 


Mr. McClellan: I am quite’ happy to leave it in” yous 
capable hands for the time being. 


MY are Chauimat: selheno Mr. Stouffer’: can -erelax. With thé 
editing process and so on, I am sure there will not be any secrets 
made Known or premature release. 


Mr. Stouffer: The point is that all of the information 9am 
available in libraries and what have you. It is simply a matter of 
putting it together. 


Mr. Mackenzie: I assume, Mr. Chairman, you are taking 
advantage of his offer to pull together some of this. 


Mr. Chairman: I sure am, yes. 


Mr. Riddell: Any problems with this PURS program ~ tha 
have been outlined in your presentation seem to be problems at the 
employee level. Do you see any problems at the employer level? How 
acceptable would Eni Neorogran. abe to employers, owners of 
businesses, industry and what not? 


Mr. Stouffer: I really cannot say. You have already heard 
from the CMA and the small business people who have indicated their 
concerns or their acceptance of the PURS-type arrangement. 


Mr. McClellan: Investment dealers were the only ones who 
liked it. 
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| MieiuloUci.tan  Latenote. Sure. us wthinksa,;some..of, the, other 
business people and organizations that appeared before us endorsed 
‘the program in part, maybe not in full. 


| Mr. Mackenzie: Investment people were the only ones that 
really nad much good to say about it. 


Mrs Dad cee on Calrniesse to. Mr. RiLGdeELL,.. ‘and. bi Seem. .£0 
be coming to Mr. Riddell's defence on occasion, I think what he is 
Hointing .outmiS: that the, propositionj«or joncept; of, regressivity 


would apply to small businessmen or to family operations as well as 
it would to employees and it is question of whether it is the last 
mecrawenthatawouldy break,,thes-back ;of the, Little: employer... Am,,1 
correct Wisc UAL eile RIGdel Leni Sathiate your. CONnCern: 


Mr. Riddell: Yes. It was a point I was going to come to. 


Mia. Stouffer: we indicated in our notes that the 


lemployers who could would probably adjust their cost of a PURS 


System sthrough ,a,-total compensation, .package;...except ,for, small 


‘marginal employers who employ a lot of people at the minimum wage, 


that would not be possible. In that context, something would have. 
to give. Either employment would go down or the employer might say, 
mwell,.1l cannot carry,.on this. kind. of business.."-I do. not,-have.a 
handle on how many people would be affected by that. I am afraid I 
cannot answer that. 


Mr tbh Coeds esOneesOfurtheeiGbithlotemsia Weecd1db Nealyis1 le emy 


“memory serves mes cornectly ».»waS. thatwa person: in; his early) years, 
particularly if he embarks on a career of some kind, wants all the 
(disposal income he can get to purchase property rather than to 
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|/purchase a pension plan. Then if we go back to the example you 


used, I do not suppose that on the basis of the average industrial 
wage to pay $306 a year on PURS would make the difference between 


whether you purchase a home or not, would it? 


Mr eno tourtere peAt. Sly 000esyoum probably. ewould pynot ~purchase 


a home either. 


Mri-sRiddell:-.No,, but. then.}the -higher. the ;income you make, 


the more disposal income you hope to have. 


Mr ostourtern:. Lt lS. nOtena » barge, «<prodramoe Ot ware Ari gnt 


Mm here. AS tar aS..cOntributions .go,,.it is not. 


Mr. Riddell: I just -wondered how valid that criticism 


was. Lastly, there is something the committee has suggested that I 


should maybe bring to your attention now that you- are here today. 
It is in connection with the Canada pension plan. I guess you were 
the one that made the statement that-- 


Mr. Stouffer: Just be careful. I was misquoted but that 


LES os 


Mr. Riddell: Oh, you were misquoted? 


MreSStoutters Out, of context. 
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12 noon 


Mr. Riddebl: According to the article here, .and.I quote 
"However, employers and employees will probably have to pay higher 
CPP contributions sooner because Ontario does not intend to repay,' 
said David Stouffer, the pension adviser in the Treasury ministry." 


In other’ words,. we sare ‘dealing ‘with the. funds Othat) Gi 
government had borrowed from the Canada pension plan for whatever 
purpose. The Tories say that it was put into social services. I do 
not know that it was ever earmarked as to where it was spent. I do 
not know where it was spent. I do not suppose they know where it 
waS spent either. 


The fact of the matter is that the money was borrowed from 
the CPP fund. The indication is that the government does not intend 
to repay’ the Canada pension plan. The point I have been trying to 
make is that there is a $17-billion deficiency in the fund on the 
part. of all provinces .Or this province. wiee rs It “herve: Something 
to” the? "effect! of, $9 billions 2s Sit fair gthat ‘thevecontrt buna 
should be expected to pay a higher rate because of a deficiency in 
the fund which was not of their doing? 


Mr. > Stouffer:. 3 Can “I **explaim this = whole .€hing:= inal 
proper context? 


Mr. Williams: Do this carefully because Mr. Riddell wants 
to put this in a letter to his constituents. Give him the fum™ 
treatment. 


Mr. Riddell: It is something maybe you do not do. 


Mr. Stouffer: Perhaps I should send you a letter where it 
is all written down. 


Mr. “Williams: \..I Owiill?#esend ) yous copies’ of my. -repormas 
documents reporting to constituents and giving them all the facts. 


Mr. *Riddell:’ I ‘would “hope **that “it would contain: a “Ham 
more substance than some of the stuff in the Legislature. 


Interjections. 

Mr. Williams: The guality does not vary. 

Mr. Riddell: You are provoking us. I asked him a 
question; I expect an answer from him. I did not ask Mr. Williams 
for an answer to the question. 

Interjections. 

Mr. “Chairman: I. think..it iS..a. concern that your , f£inagee 
critic, David Peterson, has asked about in the past, and I think id 


is an opportune time now for Mr. Stouffer to respond. 


Mr. Stouffer: The arrangements for the Canada pension 
plan are the first thing we have to talk about here. Contributions 


ao 


and investment income accrue to the Canada pension plan each year 
and benefits are paid out. The net difference between those two 
amounts, the difference between income and outgo, is available or 


Surplus to be borrowed by the provinces under the arrangements of 
BheiCPP act. 


Ontario has, of course, borrowed from the fund and, indeed, 
will be paying back the money to the fund as the debentures that 
Were *-ssued© matiire.. For ‘example “in +2986. ‘the © first’ ‘debenture 
matures. I think it is for $19 million or $21 million or something 
like that. Each year thereafter more debentures mature and they 
will be paid back to the CPP fund. 


Ate rche @ sanerdetimeyin thosesw funds that tare ..paideyback sare 
available for reborrowing at the then current interest rates. This 
hS a standard practice in pension’ funds in the private sector or 
any other investment kind of arrangement. For example, a private 
pension plan may hold corporate bonds that mature. They take that 
money and buy either bonds from the same corporation or from 
another corporation. The principle of rollover is well established 
in both the private sector pension plans and in the Canada pension 
plan as well. There is nothing particularly unusual about that. 


The fact that the contribution rates are to be increased does 
not have to do with the fact that the provinces have borrowed from 
the Canada pension plan. Contribution increases are brought about 
as a result of the maturing of the Canada pension plan. When the 
Canada pension plan was established in 1966, the contribution rate 
was set at 3.6 per cent. However, it was recognized at that time 
that the contribution rate would ultimately have to rise to about 
eight per.cent. 


The impact of the provinces borrowing from that fund has 
really done very little--you might say nothing--to the fact that 
the contribution rate must go up. The reason the contribution rate 
fasetolgo upyliof course;wis that© as more benefits are being paid 
out more income has to be raised. Had the plan been financed right 
from the beginning on a fully funded basis, which it was not, then 
the contribution rate would have remained stable; but the start-up 
contribution rate would have been probably eight per cent for the 
future service part and maybe another 10 or 12 per cent--I am not 
sure--for the liability associated with the past service credits 


because you must be a member. If you contributed to the Canada 
‘pension plan for 10 years, you are eligible for the ful PCanada 
pension plan pension. 


Thin itthesedestaniiofy) thes plan fit) wasd implicit ythet, ihe 
contribution rate be increased. It was also implicit that the plan 
would not be fully funded. If you take those two things into 
consideration, the contributionary increase is inevitable. The fact 
that the provinces have borrowed the funds does not really have an 


impact on the level of that contribution rate. 


Tne criticism is raised that the provinces have paid an 
unfair rate of interest on the funds that have been borrowed. The 
formula for the interest that is payable is that the debentures are 
issued each month, and the rate that is attached to them is the 
rate on 20-year long-term Canadas, the market rate imuthne ta rst 
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three days of each month. So the rate that is attached to thosé@ 
depentures is very current and is market-related. However, it is 
related to what the federal government is able to borrow at. We did 
a study for 1980-81 which showed that on average Ontario was able 
to borrow at the rate of about 0.3 percentage points less than ag 
would have had it had to go to the public market. 


Mr. Williams: What was that percentage point? 


Mr’. Stouffer’) (lt was 0.3.) That: “is “jon; average) foragiaam 
year. That would suggest that there is not that large a gap between 
tne level that we pay on the Canada pension plan funds and the rate 
we have to pay in the public market. In years previous to that, 
there were some years when it was a bit higher, but it was not 
Substantially above the level. 


The. other thing you have to consider is the magnitude of the 
Canada pension plan fund itself. If the plan were to be fully 
funded, instead of having about a $20-billion fund, we would 
probably require a fund of the order -of closer to $200 billion. 
Then investment performance would be very important. I had better 
takes) that®#tback. I guess -$140 billion would be a-*betteg 
approximation of what the size of the fund should be if it was 
fully funded. 


In that context of a fully funded plan, the investment return 
is very important because, obviously, the fund is very large and 
there is an awful lot of investment income. Better investment 
performance could have an impact on the cost of the benefits that 
are paid. Because the fund is so small in relation to the benefits 
that are paid, I really cannot see an improvement of, let us Say, 
one per cent on that fund having any significant impact on the 
contribution rate. The fund just is not big enough to generat@ 
enough investment income to have an impact on the contribution rate. 


If you look at it in the broad scheme of things, that is why 
we say that the provinces' borrowings from the fund really have not 
had an impact, or a major impact, on the contribution rate. Again, 
in the article and subseguent articles to that one, the suggestion 
was raised that the fund should be used to pay benefits, in other 
words, maintain the contribution rate at 3.6 per cent: until 7¢ae 
fund is exhausted or brought to a relatively smaller position. This 
waS a recommendation of the royal commission as well, that they 
should hold the contribution®rate? at ’3s.6 "per tcent toilyoi. 


There is a purpose for having a fund. It may not be desirable 
to have a fund so large that the fund is fully funded, but at thé 
Same time it is desirable to have a fund large enough to absorb 
shocks which may occur in the contribution rate. For example, in 
the future we know that the contribution rate is going to go up to 
at least eight per cent. If you look at the Economic Council of 
Canada report, they suggest that by 2030, in that area, the range 
could be as high as 12 or 15 per cent but the low may be seven per 
cent because the demographic scenario for Canada is changing 
dramatically. 


As tne baby bulge moves through the retirement years 
contribution rates could be very high indeed. One of the purposes 





Sak: 





i 
for having a fund then would be to help stabilize the contribution 
mece in the future and)-when I.-am .talking of the future, I .am 
talking of 30 to 40 years down the road. 


Son tnere .us te, purpose: fore Naving, 4,.rtund. It may. ;not. be 
Mesirable to--have the. plan. fully .funded.. It is. also .I, think 
Mmndesirable to have no fund at all so that if you did have those 
Ikinds of shocks coming through and very high contribution rates, 
you would be forced into making the higher contribution rate or 
cutting back on the benefits. 


(12:10 p.m. 


| Mow RilcdeLlsy pet wmewask..you pthis question. -[ie we. in. .the 
province Of “Ontario.and,.all provinces, adopted the .first, program, 
which would probably mean then that we wouldn't need the Canada 
pension plan, would you not agree that if that $17 billion was put 
back into the fund it would pay out benefits for a longer period of 
itime than if we were just to use the money that is in the fund now 
and wipe out the $17 billion? There are different ways of putting 
points across. I understand what you are saying but I SsuLvEGdon't 
fully understand the reason that $17 billion isn't meaningful ina 
Mund that the contributors put.there in the first place. 


Mroat Stoutter:: seman “notumsurer that. Dt-understand “alibjot 
Mour-=-cirst: of vabl, let “me clarify’ one point.: T° think) in: the 
fiscussion of PURS, we are not talking about removing the Canada 
pension plan. We are talking about introducing PURS instead of 
expanding the Canada pension plan, so we are taking it that the 
‘Canada pension plan is going to remain at least as it is. 
| Me osridde La-arOkayyacbetits: take tthateexamplie.. Ii itwjremains 
las is and we adopt the PURS program on a universal basis, then 
would the replenishment of that fund with the $17. billion not pay 
benefits out over a longer period of time without having to look 
- an increase in the contribution rate if indeed we are going to 

keep the pension fund liquid, so to speak. 


) Mr Stouttencablet, ime. jansweriyitr this. .waysie Suppose we 
‘maintain the contribution rate to the Canada pension plan at this 
lpresent level of 3.6 per cent, how long do things last? On that 
fobasis first off, in 1985 or 1986 that. would be the first year that 
the contributions flowing in would not be sufficient to pay the 
‘benefits going out. At that moment in time, the interest on the 
|fund would have to start to be repaid by the provinces or whoever 
borrowed the money from the fund. They would start paying the 
Minterest in and probably that interest would be used to pay 
benefits. By the year 1991, the fund would have reached its maximum 
Bnd at that point the benefits would be equal to the 3.6 
contributions coming in plus all of the investment income of the 
fund. From that moment in time on, the fund would begin to be 
depleted so that by 2003 there would be no fund at all. 





Mr. Riddell: But when you say all of the investment in 
the fund you are including the $17 billion? 


Mr. Stouffer: Oh yes--everything that we have got = and 
everything that would accrue between now and 1991. So in a matter 


Ss 


of 12 years the fund would go to zero and that is with; of couram 
the continuing 3.6 per cent. At that moment in time, the 
contribution rate would have to rise immediately to something like 
5.3 per cent from our estimates now and then it would move up 
dramatically and quickly. What level it would move up to would 
depend significantly upon fertility rates that actually occur over 
the next 20 to 25 years. But if you follow the Economic Council of 
Canada figures, ‘you could be faced with contribution levels in the 
ordervor iprto*Ls "per cent by "the ivear- 20 S77 


If we don't have an improvement in fertility rates thag 
action of winding down the fund to zero in 2003 would mean that we 
would be locked into contribution rates as high as 15 per cent by 
the’ “year "2030°'°perhaps.” If we “have’@better “fertility, if we have 
fertility rates that the royal commission suggests, the 
contribution rate would be about 9.5 per cent. If we have even 
petter rates than that it might be down to seven or eight per cent. 
We do not know. But the point is if we do not have a fund we have 
no protection; we have nothing to draw down at that time to help 
soften those contribution rates. 


Mr.’ Riddell: I understand all that. I will end up wit@ 
the point that you are alleged to have made in this article--I do 
not know whether you did or not; you say you were taken out of 
context. I still say there is some element of validity to what you 
Said when’ you’ said that it. may well be that (the semployers and 
employees will have to pay higher Canada pension plan contributions 
sooner because Ontario does not intend to repay the $9 billion, or 
the other provinces on a Canada-wide basis do not intend to pay the 
$17 billion. So there is some element of validity in that statement. 


Mr. Stouffer: Not the way it is presented there. 


Mr. “Gillies: If Mr. Riddell is finished, ‘Mr. ‘Chalrmarn,;m 
would like to comment. 


Mr. Chairman: I think you are the next one, Mr. Gillies. 


Mr. Gillies: Mr. Chairman, very briefly, I would like 
zero in on several of the points Mr. Stouffer made because I think 
this is very important in that this issue has come up at least half 
a dozen times in this committee. I really think that we could lay 
it to rest and better use some of our time and energy in some of 
the work that we have to do. What I heard you say, Mr. Stouffer, 1s 
that the borrowing, pay-back and rollover practice that this 
province and other provinces have exercised with regard to the 
Canada pension plan is quite usual, and is quite in keeping wit® 
the investment policies of other pension plans, be they private or 
public “sector “sDid° I~hear “that correct#y, Sir? 


Mr. Stouffer: What I said was that in a private pensidGg 
plan the pension plan buys debentures, that sort of thing, from a 
corporation, not its own debt. When that corporate debt matures 
those funds are available to buy new corporate debt, and they may 


very well be debt of the same corporation they had originally. That 
is what I said. 


Mr. Gillies: So there is a striking parallel between whag 


a2 


the government of Ontario and the other provincial governments have 


been doing as to the performance of an investment in any other 
pension plan. There is quite a striking parallel. 


Mr. Sroutfers There 1s ajiparallel. 


MY eeiil ese ee higotes 1; olsog Nneard. yOu Seve sie; enat the 
government of Ontario has been paying back an interest rate on 
those funds that is 0.3 per cent lower than they may have garnered 


‘in the private market. 


Mr. eouOuncere. That isacrue £or;, -U belteve~- 
Mr. Riddell: For one year. 


Mrou Gillies: That .is. an. average., for. one, year,. again, 


Strikingly close. 


Mr. Stouffer: Strikingly close right through. 


Meee Giliiessvel pwould..suggesu,..MreucChairman,, «although, this 
is certainly not. incumbent on what you said Mr. Stouffer, that 


those funds borrowed by the provinces were used to provide services 


for the people that those provinces represent. I would hazard a 


guess that witn that money one heck of a lot of hospitals, schools, 
highways and whatever other services that the provinces are 
responsible for, were constructed. 


I think that the point Mr. Riddell makes is well taken, but I 


would remind members of this committee that Mr. Peterson said in 
mehe fall’ of last year that the province's: handling. of. Canada 
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pension. plan funds was--and ‘i believe this is an exact 


guote--"tantamount to theft." I really think it is about time that 
was put to rest. The handling of those funds, the uses to which 


they were put, the interest rate that they garnered is quite proper 


and, in fact, probably a benefit to the people of this province. 


| 


Mr. -eggerily:, Nesvank can EHPOKS FOL all the schools that 


are closed now--that have not been paid for yet. 


Mr. Riddell: Notwithstanding the tremendous reduction in 


social services right now. 


| 


Mr. Chairman: Mr. Williams, do you want to bring = some 


| —— . 
decorum to this meeting? 


Mr. Williams: I..just want to pursue the matter further 


because the allegations that Mr. Riddell made yesterday were pretty 


Serious. I think Mr. Stouffer has indicated that the impressions 
that were left with us yesterday were incorrect. 


There were two essential points that were alleged yesterday. 


Mine clas f understood ~it,, 1s that. the: province of Ontario was 


somehow in default in its arrangements with the federal authorities 


relative to the borrowings of the Canada pension plan funds. I 


understood you to say a few moments ago, Mr. Stouffer, that under 
those contractual arrangements the province is performing totally 


in accordance with those agreements. Am I correct in that statement? 
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12:20 p.m. 


Mr. (Stouffer: That as°correct: 


Mr. Williams: Could you advise us as to what the statum 
is®o0rt those Contracts: at Chic cime-s 


As I recall from our earlier sessions we went into this ag 
some depth because, as my colleague has said, Mr. Peterson made 
these same charges and they were proven to be factually incorrect. 
We discussed these agreements and because the charge has been made 
again we have to go through the process again and sort out facg 
from fiction. So: sEoiwould likes sto Dknow” whether, 2insitact, ae 
province of Ontario is in any way in default on payments O@ 
interest, whether any principal payments have yet to come due, and 
if not, when do the principal payments become due? Coming to the 
ether ncentraly. pointe of sthe icharges guna were laid, has the 
Treasurer (Mr. F. S. Miller), you or anyone else stated aS a matteg™ 
of government policy that this government will not repay th@ 
borrowings it has made from the federal authorities from the CPP 
fund? 


Mr. Stouffer: ‘The province “of, Ontario is not in) defaumm 
in any of the contractual arrangements that we have. The first 
debenture comes due 20 years after the inception of the CPP if 
1966, so that is 1986, and during each year thereafter. Ontario has 
every intention of making its commitment at that time. 


In regard to the statements by the Treasurer or myself, Tf 
really cannot speak for the Treasurer but as far as I can recall 1 
have never indicated that the province would not pay back the 
money. I have indicated that the province has the right to reborrow 
the money. That has been taken to mean it would not repay the 
money. However, I think you can understand that there Seam 
substantial difference between saying the provinces would not repay 


the money and saying the provinces have the right to reborrow the 
funds if they are available. 


Mr. Riddell: All the difference in the world. And, Mm 
Chairman, as is the usual custom with my good colleague across the 
way, he Likes to take you out of context. The charge I made--and @ 
used an example--was that any person, individual, organization, 
association, government, I do not care what it is, any one who 
borrows money and has no intention of paying back that money is in 
default. That is the point I tried to make and I used the example 
of farming. If a farmer borrows $500,000 from the bank, he borrows 
it knowing damned well that he is going to have to pay that money 
back. Any other thinking means that he is in default. I do not care 
what anyone says. That is the point I was trying to make. You are 
telling us different. You are saying the government has ever@ 
intention of paying it back-- 


Mr. Chairman: And does. 
Mr. Riddell: --and does, and that they are simply going 


to reborrow. That is a different situation. But the statement that 
waS Inade to us, we understood the Treasurer to state that he had no 


ID 


intention of paying back the money borrowed out of that fund. What 
you are saying, and what he allegedly said, to my way of thinking 
are two different things. 


Mres) Charrmantsc lt 1s taken crevedvingyocreditiy atca mnistere 
where you continue paying but you are continually in debt as well. 


Mr. Riddell: Right. Sure. 


Mres*Chairman:: That. doesnot! mean that .the ‘obligation to 
repay is not there. 


MNEs ERTode Mes. AVYOue -Knowiadend your, @nevolving a credit 2atsusome 
Eime it has to be paid back, whether you do pay it, whether your 
son pays it or whether his son pays it. 


Mee wellianms: The other) point) Ll’swanted ~<to make*-for*® the 
benefit of my good friend across the way, so that there 1s no 
misunderstanding again, is the impression left with us yesterday 
through his comments, and again today, was that somehow the 
borrowings that have been made under these agreements between the 
federal and provincial authorities that are in good standing at 

this time, has somehow imposed an add-on cost to the contributors 
mOoCPP. 


From your comments to that allegation it is my understanding 
that it is clearly attributable solely to the fact that, because of 
the demographics of the situation, the benefit drawdowns are going 


&o-accelerate and, because it is not a fulllbyecfundedeplan; . ati is 


going to necessitate additional contributions to meet those 


additional payout benefits. It has nothing to do with the borrowing 


arrangements whatsoever. 


Am-I-correct in that*understanding? That was, the other very 
strong allegation made, which to my mind--and you have confirmed 


it--is without foundation and fact. 


Mr. Haggerty: I think the point Mr. Riddell was trying to 
Make is that because of the preferred interest eimate <that the 
province can borrow from Canada pension, if it was permitted to go 
into an funding for investment purposes it would generate a higher 
interest rate. If you obtain a higher interest rate, then you are 
going to have more funding provided to the Canada pension in eihe 
Psense that you don't have to increase the Contributors --porteion to 
the cost of roughly the pension scheme. 


The guestion I wanted to ask Mr. Stouffer was, just what 
interest rate was the province of Ontario paying? Give it to me in 
numbers. What was it in 1976, for example? 


Mr. Stouffer: I can't tell you right off the top of my 


mead. it istavatbablelin’thetpublicszaccounts. 


Mr. Haggerty: Maybe the policy has changed and _= the 


Mrovince has to pay a higher interest rate for borrowed money in 


eehe last three or four years. 
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Mr. StouffersucNoe.obete men explain it... The formulas jwag 
carved in stone rignt from the beginning of time. 


Mr. Haggerty: I think this is the point Mr. Riddell “am 
deveingr attr Iisyour cougargemere at== 


Mr’. "Riddell... Lets drop it. If he wants. jto. read) ice 
way he wants to read it, forget it. 


Mr. Williams: I am just wanting to stick with the facts. 


Mr. Chairman: There is no point in being argumentative 


about ‘this. ®I. have’ heard the Treasurer say, and again I can ja@ 
accused of misgquoting, but-- 


Interjections. 


Mr. Chairman: Gentlemen, there LSet NOwmeo0wnt in being 
argumentative. I understand the Treasurer is currently thinking he 
hasn't any objection to paying whatever the interest rates are in 
the marketplace. 


Mrsediaggerty: » Noy sebutiifpetheseinterestiam ate, gas (shockaa in 
at six per cent or five per cent, why who wouldn't go on it. Ita 
a good deal. It is almost like not paying it back. 


Mr. Chairman: . If «the ! differential is currently. /only ame 


third of a percentage point I can see where maybe he is not too 
concerned about a commitment to match the open market rate. 


Mr. Haggerty: Just reading from this document - for 
example, the federal bond yield for 1976, government of Canada bond 
yield averages 9.16, and average interest rates earned by Canada 
pension investment fund is 9.06. But if the province is getting it 
at less than that-- 


Mr. Stouffer: That would be exactly-- 

Mr. Jones: No. That is what the province would be paying. 

Mr iHaggerty: . I »don'to think syou, would considers, it s@am 
investment fund of the province. I am talking about their portion, 


tne 50 per cent that remains with the federal government. 


Mr. Stouffer: But essentially nothing remains with the 
federal government. 


Mr.) Haggerty: «That »dinformations should, be, here, s,i tae 
have got those figures for interest rates which you were paying in 
the last 10 years, year by year. 


Mr. Stouffer: Those are all in the public accounts. 


12:30 p.m. 


Mr. Chairman: We can get those figures. Mr. Stouffer, Il 
was wondering if you have a letter of clarification or explanation 
if you would make it available to the committee for distribution so 


: 
our 


that we will have something on record, apart from our discussions 
today? 


Mr. Williams: Give him a copy of Hansard. 


Meee lless vie chinkae what Mia otLouLter™ sardy today. was 
erystal clear. 


Mr. Chairman: ‘i believe Mr. Stouffer volunteered a 
letter-- 


| Mr. Riddell: They) only » i change of difference in Our 
philosophy, Mr. Williams, is that we believe government should be 
responsible for the taxpayers' money. That is something you don't 
understand. 


Mr. Williams: That's why we have been in power for 40 
pyears. , 


Mr-e Riddell: yes, but that is coming to an end. We won't 
Bnave to listen to that kind of crap. 


| MeeeCchnatrman- eMr. eRiddelis sits 1s, getting, .ons toy times.Lor 
adjournment, you are correct. Are there further questions of Mr. 
| Stouffer? 


Mr. Williams: After~Lunch? 


: Die Chairman: Ti am wondering ns you have further 
questions. 


Mr. Williams: I have some questions. 


Mr. Chairman: Do you? Then the committee will stand 
adjourned until two o'clock. 


The committee recessed at 12:31 p.m.- 
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The committee met at 10:11 a.m. in room No. 151. 


REVIEW 
(continued) 


Mr. Chairman: I call the meeting to order. 


We had Mr. David Stouffer with us the other day, the senior 
budget adviser with the Ministry of Treasury and Economics, and I 
have now heard from him in regard to the Caisse de dépot. Maybe I 
could read his short memorandum, which addresses some of the 
gueries that were put to the committee. It states: 


"Purther to the discussion at the select committee session on 
January) 74) 019827. 1) ooked into the proportion of the holdings of 
the Quebec Caisse de dépd6t in government securities. As of the end 
of 1980, the caisse had invested $6,145,000,000 in bonds issued or 
guaranteed by the province of Quebec. This does not include 
investments in municipal bonds not guaranteed by the province. The 
total fund invested was $11,508,000,000. Thus, about 53 per cent 


was invested in provincial bonds." 


That is that information, and I gather he is putting together 
Some additional material we requested, and I hope that will be 
forthcoming shortly. 


Mr. Brandt: Mr. Chairman, what was the estimate for the 
Canada pension plan? The total amount available--was it in the 
range of $30 billion? I am trying to relate the two figures. 


Mr. Chairman: On a Canada-wide basis? 





Mr. Brandt: Yes. That number has been mentioned in the 
pastyebutel can*t recall what it was. 





Mr. Chairman I would not venture a guess. I don't know 
whether Mr. Bentley could. 





Mr. Bentley: Neither wouldemnventure. I'd shave to go and 
Look itPup. 


Mr. Brandt: I was trying to relate TEA Ceither iron” a +: per 
Papitarbasissori.toy thes size of Quebec to see how it was performing 
in terms of total available funds with the CPP. T don't. knowathat 
jt is that far out, necessarily, but I just can't recall that other 
figure. 


Mr. Bentley: I can't remember. 


Mr. Mackenzie: Is the inference in those figures, Mr. 
Chairman, that, out of the M1125 billion, $6 billion tse an 
government bonds, and the balance is invested in the private sector? 
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I do not think that we had talked at great length in the 
earlier sessions about the Quebec plan. One of the features of the 
Quebec plan that most certainly will be a key element of the PURS 
plan as far as distinguishing it from the Canada pension plan is} 
concerned is the fact that the money flowing into the plan will be | 
directed into the private sector, as contrasted to the public 
sector which we were talking about this morning with regard to CPP. 


) 
I understand that certainly a significant portion of thal 
plan also moves its funds about in that same private sector. That 
is one difference between the provincial Quebec plan and the 
federal plan. There may be others. 





} 


I am just wondering whether the PURS plan has been lined up 
against the Quebec experience to see if there is anything that cad 
be drawn on from the Quebec plan to address some of  theg 
deficiencies that have now been identified in the PURS plan if we 
were to continue pursuing the idea of implementing PURS, if it was 
determined that the advantages of the PURS plan outweighed the 
disadvantages of PURS and whether those disadvantages could be! 
further minimized by application of some of the pluses of the 
Quebec plan’ it wera Longe way “Of staring the point, but I hope you 
gather what I am driving at, Mr. Stouffer. 





Mr. Stouffer: First off, a couple of comments about >a 
Quebec pension plan. The retirement benefits under the Quebec) 
pension plan are virtually identical to the retirement benefits) 
available under the Canada pension plan. So there is a kind of a 
transferability there that is available. The plans are more or less | 
homogeneous. 


One distinct difference is in the disability benefits and in 
the survivorship and dependents benefits which on those particular 
kinds of benefits are, you might say, peripheral. There is a larg@™ 
expenditure on them but they are more or less peripheral to the 
main purpose of the plan which is to provide retirement income. At 
the retirement income level the two plans, the Quebec pension plan 
and the CPP, are virtually the same. 





When we come to talk about the PURS arrangement, I think you 
have to recognize that the pension problem is not just an Ontario 
problem. Tt ts Sat-navional” “promgen. PURS is a mandated, 
government-sponsored, you might say, pension plan so that it takes 
on the characteristics of a government program. A question is, if 
the other provinces were to see the problem in the same way and 
react in the same way and also decide to expand government programs 
to solve those particular problems that PURS solves, then the 
possibility could be that we would have 10 different little plans. 


What is the importance of having those plans more or less 
comparable? 


I think it comes. back to the fact that portability is a Kem™ 
requirement, that the plan be portable. There is a great deal of 
mobility between provinces. There is a great deal of 
interprovincial mobility of the labour force, so consequently ig 
the plans are to solve a particular national problem, somehow of 
other, the plans have to be able to provide for portability between 
the provinces. 


The simplest way to do that is to have a similar plan in each 
BroOvVincewo that 1S not ay necessary condition.) Different kinds of 
plans could exist but it would be better, it would be preferable 
certainly, to have comparable plans in each of the other provinces. 
Be woumd eSay athaty. ves ,;scvou tcouldwiruny PURSSAn.,Ontarioon its Sown; 
like QPP, but it would be unlikely it would work as well as if the 
system were the same in each province. 


In regard to whether we have looked at drawing on the 
experience of the QPP to see whether some of the problems they 
encountered with having their own separate plan, some of the 
solutions to those problems could be worked in Ontario, I would 
naves tor say no; ‘we “have «not“ looked) -at.that. That has. not been a 
Davienon ) OU ~COnCe rn. at athisr timey.anyway,-7noty.untils there: 1s. a 


direction to move along the lines of adopting a PURS-type 
arrangement. 


I don't think we would get involved with examining that 
particular type of experience. All these problems are solvable, I 
Suppose, but you are looking at a national problem. I think when it 
comes to the government provision of retirement benefits it will 
probably be a national solution, a federal government program or a 
uniform program in the provinces. 


Z2°>20°p.Ms 


Mr. Wiriliamsis:: I ‘hope® wes*are *all ofthe isame*imind = that- a 
uniform program across the country is certainly more workable, 
whether it is uniform or comparable, as you use the term. That is 
certainly desirable. I don't think any of us would argue with that 
point. But it seemed to me you said the stacking up of the Quebec 
plan against the PURS plan is something one would want to do to be 
able to draw on the experience and benefits of the Quebec plan as a 
Separate provincial plan, and that could be done after it was 
decided to go ahead with PURS. 


haywouldeihaverts thought, like yourself, that. tne royal 
commission--I was trying to find their references to the Quebec 
pension plan--might have done a thorough analysis of the QPP to 
assist them in devising the PURS concept and extracting from the 
Quebec plan any of the benefits they saw existing there that did 
not exist in CPP and that would be better designed to accommodate 
the type of vehicle contemplated in PURS. 


Mr. Stouffer: For ithe »royal sscommission'’s- purposes, D 
really do not see that there is a significant difference between 
the QPP and the CPP. The advantages of the QPP or benefits that are 
better in tne QPP than in CPP really are not addressed at all in 
the PURS question. They are more of a social insurance benefit than 
a pension benefit. Death benefits, disability benefits and 
Survivorship benefits are the key differences, and they really do 
not enter into the thinking behind PURS at all. 


Mz nenislitams seein. dgehe;.0uebeciepian;s; washLel),.cights;in wethe 
Observation that, to my understanding, a goodly portion of the 
premiums received under that plan are reallocated into the private 
sector, as contrasted to the public sector in the federal scheme? I 


- 


know some of that money certainly finds its way into provincial 
government programs down there. 


Mr. Stouffer: Of course, the Quebec pension funds are 
channelled through the Caisse de dépét, which is essentially the 
holding organization for those bonds. The investments are done by 
the Caisse de dépdt. 


Mr S'WilVPans': .THAE Teva ‘provincial agency; 15 srt? 
Mrs StOuUnTers= Thats ooLtGnc. 
Mr. Williams: I see. 


Mr. Stouffer: I~don't have’ the ~ figures here “ine front ame 
me, but it runs in my mind that loans to the provincial government 
are about 70 per cent, somewhere in that area, of the fund. Quite a 
Substantial percentage of the fund is invested in government 
securities. 


Mr. Williams:°°So the’ bulk” of it’ is, - indeed, also. Kept "am 
the public rather than the private sector, although some 
flexibility exists there that does not in the federal plan. 


Mr. Stouffer: I believe they buy marketable securities 
and’ that’ Ssort. of things Again, —"l cannot) telvMyou “thieves 
percentage, but it is quite substantial. 


Mr. Jones: IS that the vehicle the province used to buy a 
controlling interest in Domtar? 


Mr. Stouffer: “That®’ is ‘right. The ©caisse® de dépdot“ alg 


nolds the public sector pension funds as well as the Quebec pension 
plan funds. 


Mr. Williams: What . pension funds are you referring tog 
The civil service organization or whatever it is down there, OF 
other crown agencies? 


Mra Stoutter.~“Thats -ragic. 


MY. Chairman: There is much more centralization of 
economic power in the Quebec than, say, in Ontario in terms of 
government. 


Mr. Stourrer: Certainly, in connection with the 
investment philosophy or policies and the creation of the Caisse de 
dépé6t, yes, there is-a large difference between Ontario and Quebec 
as far as the concentration of economic power is concerned. 


Mr. Williams: I was under the impression there was more 
direction of those Quebec dollars into the private sector, but I 
see now that rs“not-"so. 


Mr. Stouffer: I would be happy to look up that number fof 
you. 


Mr. Williams: Yes, because certainly our PURS program is 


i) 


very different from that concept in that we generate all the money 
in the private sector. 


I just wanted to be certain there was not something there we 
had overlooked in weighing the pros and cons of the PURS system by 
not having looked at some existing provincial program, and being 
sure there was not something that either the royal commission had 
neglected or we had neglected to draw upon as a means of improving 
any deficiencies in any system we were going to consider putting 
forward as a proposal by this committee. That is all I have on that 
particular point, Mr. Chairman. 


Just aS a postscript, I guess the Manitoba system is so new 
there is nothing we can talk about there. 


Mrem Stoufterts.tt sistabsosvotuntarys 


Moaeewhiprans)! VWes;e@right seit scise@vanasentinely sdtiferent 
vehicle again. I guess it would be somewhat more akin--no, it would 
not be akin to PURS, it would be more‘akin to the third option we 
have to consider, that is, allowing the private sector to handle 
the whole thing. 


Mr. Chairman: That might change in Manitoba, too. I would 
assume there could be a different approach with the new government 
there. Have you finished your questioning, Mr. Williams? 


Mr. Williams: While we are speaking here of the 
provinces, this came up the other day. There was some question as 
to whether the other provinces would really be onside if PURS went 
ahead, or as to the likelihood of them getting onside. When you do 
a breakdown of the provinces in population concentration, it 1s 
basically one third Quebec, one third Ontario and one errucd + the 
rest of the country. We know Quebec is already in its own camp as 
far as “pensions “are “concerned If © Ontario ‘went -a"PURS route ss 
would pe a guestion of the other third. I suppose it would: be a 
guestion of determining what portion of the remaining third would 
be likely to reinforce the universality of this provincial plan VE 
it was implemented. 


I gather the maritime provinces are really playing a waiting 
game to see what happens at the federal-provincial level while the 
western provinces have, to the extent we are aware of, ventured in 
their own directions. But let us look at the scenario if Ontario 
went PURS. There might be some likelihood of us also bringing on 
the maritime provinces, which would perhaps make up close to a 
half. It would certainly be more than one third of the population 
of the country. I wonder if that would give some added-strength to 
the PURS concept and, if that scenario was played out, whether it 
would be likely to influence the remaining western provinces. 


Mr. Mackenzie: The Maritimes are a little sharper. 


Mr. Williams: I think we can actually give them a lot of 
Credit. They like to sit back and assess the options and watch what 
is happening rather than rushing into some of these programs. We 
have noticed they more often than not follow Ontario. 


2:30 p.m. 


Mr. Mackenzie: If we took some initiative in the national 
plans we now have in this province and showed some leadership, all 
the provinces might fall in line much quicker than they would with 
PURS. 


Mr. Williams: I think the Maritimes more often than not 
follow the Ontario lead in all areas of government initiatives, but 
in any event, coming back to the observations I have made, would 
you like to comment at all, Mr. Stouffer? 


Mr. Stouffer: I really can't make too many comments. I 
think if PURS is acceptable to Ontario it could well be acceptable 
to the other provinces, but it should be accepted on its merits. 


The other thing you brought up was the Quebec government has 
not exactly announced, but has indicated, there will likely be 
Substantial changes to the QPP. That raises quite a different 
possdbillityosime thatyamiethe pears esto ghey a preservation of this 
interrelationship between the CPP and the QPP, that action could 
very well lead to changes in the QPP rather than to an acceptance 
of PURS by other provinces. The whole area is very nebulous until 
we come to the general directions that are acceptable to all 
provinces for pension reform. We can certainly lead, but I think 
Ontario's lead is affected by so many other things, the actions in 
Quebec, the actions of the federal government, and we indeed may 
not be able to carry a position we find acceptable right through 
the. country. ; 


Mrs: s€haixman: atbwsobeccoulds “interject. for 4a. Moment gee 
Stouffer, on the point that you make, that is, the changes in the 
Quebec pension plan could eliminate the need for a _ PURS-type 
program in that province. You seem to have accepted that, if @ 
understand you correctly. If that is so and preferable in Quebec, 
what is the argument for doing the same in the other provinces 
without stacking plans? 


Mr. Stouffer: The Quebec solution to the problem of the 
lower-income individual, let's say, may not be the kind of solution 
the rest of Canada would accept. I am thinking of the Cofirentest 
report where an enhanced redistribution from the higher incomes to 
the Lower incomes is suggested. 


you will recall when we were talking this morning I indicated 
that in the Canada pension plan there was intergenerational 
transfer and that had been tolerated, at least up until now, but 
there wasn't intragenerational transfer, that is transfers from the 
wealthier members of society to the poorer members of society, and 
the insurance principles, that benefits would be related to income 
earned, were maintained in the design of the Canada pension plan. 


What Quebec proposed to do was to shift that so that there 
would be intragenerational transfers. In other words, on the first 
50 per cent of the average industrial wage, instead of having a 2a 
per cent benefit, there would be a 50 per cent benefit, but the 
contribution related to that part of the earnings would be no 
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different from the contribution rate related to the second half, 
that is, the part between one half times the average industrial 
wage and the full average industrial wage. So there is a bandrtat 
redistribution going on here now in the Quebec pension plan or in 
the proposal of the Cofirentes for distribution from the higher 
earners to the lower earners. Now that may or may not be acceptable 
Poeetne herests of. Canada, ededdon't acknow,2 withoutbsethersskinds of 
wrinkles. 


Mr. Williams: Where is that report at the moment? 


Met. Stouffer:- Thats report: was établedi; a. +couple of jyears 
ago. 


Mreke Willams: «They. shavemenot- really. taken any serious 
Bctionsonmethat. 1tis just sitting on the backyburneryeisnttsit? 


Mrs Stoutter::, Dpaminot sure snows 


Mr... Chairman: Mr. Stouffer, carrying on with the question 
I asked, I think you are getting decoyed into more a socioeconomic 
aspect of the Quebec pension plan than you are of the pension 
aspect per se. In Quebec it is a Socialist government, and I can 
understand its philosophy being reflected-- 


Mr. Mackenzie: I have grave reservations about accepting 
chati totallys 


Mrka Chairman -ltaispnotyianSocralistugovermment? 
Mr. Mackenzie: I don't think so. 


Mr .meChairmans ele Will adteaves, thatywoforgeanother, time.) then. 
May I say that it has manifested some of the Socialist symptoms? 


Leaving tne social engineering and the homogenization process 
aside for the moment, I was touching on the raison d'étre of 
absorbing the PURS program into the Canada pension plan--in other 
words, strictly the pension benefits, leaving aside the disability 
pensions or whatever. The point I am trying to determine is whether 
that could be more simply accomplished--that is, the PURS goal 
could be more simply accomplished within the Canada pension plan 
system than having a separate system. That is what I am getting at. 


Mr. Stouffer: If the goal is to improve the replacement 
income for the majority of Canadians, then the Canada pension plan 
fis as good as or perhaps better than the PURS arrangement. The 
administration is in place, the benefit formulas are in place 
related to earnings, the benefits are indexed. You simply just have 
to increase the 25 per cent benefit formula to something higher, 
and you accomplish from the benefits side virtually everything that 
you can do with PURS, so from that perspective the CPP is as good a 
solution as PURS. 


| If the intention in PURS is to give people an opportunity to 
save and watch those savings, then that is something the CPP does 
-not do. If you want to directly relate the amount of benefit earned 
to the contribution paid, the CPP does not do that; PURS does. PURS 
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really emphasizes the investment and the cost side of the plan. The 
Canada pension plan's financing is not discussed, of course; it was 
not discussed today; but the problems that are created for the 
Canada pension plan lie not so much on the benefits side as on the 
financing and who pays for the benefit, that sort of thing--what is 
done with the money. So you have two things: CPP, simple benefit 
arrangements and administration, perhaps more difficult financing 
questions; PURS, relatively simplified financing questions but the 
benefit is left in gquestion--what the level is actually going to 
be, in the way of parity between people and all those things that 
were discussed. 


Mr. Chairman: And what the effective benefit would be ag 
the time of retirement-- 


Mr. Stouffer: Yes. 


Mr. Chairman: --because it is a fixed percentage--two peux 
cent pxacsmalleperucent,of ancome, isn*teit?. Twovand.twod 


MripStour fer That! samagiht. 


Mr. Chairman: And you don't know what that is going t@ 


buy. 
2:40 p.m. 


Mr. -Haggerty: I am sure the members of the pension plan 
we. have» here wouldni't'‘take (any » funds’ out »of thatiitromputeit: ine 
this PURS program. I think that is what the chairman is saying. He 
wouldn't take any of his investment out of his present scheme that 
he has in his pension to invest in the PURS program. 


Mr. Chairman: Well, Mr. Williams has volunteered. 


MEGS - Haggerty :" <Let him volunteer then. If he’ wants & 
Stick his neck out, let him go ahead. 


Mr. Chairman: Let the record show latitude. 

Mr. Haggerty: There is no guarantee of any returns. 

Mr. ©Chairman: I guess another problem, Mr.» Stouffer, i 
if you are looking 47 years down the road for the plan to mature, a 
lot can happen in terms of such things as industrial robots and the 
concept of work and labour and I guess sharing of wealth or how 
wealth is produced. That is half a century from now. Everything ig 
changing so: quickly: ithat®.it s ise very difficult, tooiplansiashalg 
century hence. 

Mr. Haggerty: We may have robots sitting right in here. 

Mr. Chairman: I am sure that in many cases-- 


Mr. Haggerty: --all we need for members. 


Mr. Chairman: I agree. I think in many cases you can have 
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mannequins in the House with electronic buttons that one can push 
CtO-- 


Mr. Mackenzie: I thought we had that already. 


Mr. Chairman: Maybe their eyes could light up instead of 
their hands. 


Nira hagiertyserThesempanemsthes: thingsyiwegscan, Lookmptoeain 
time-- 


Mian -ChrawsinianssaAS- ,avwematter wots factys MrwiaMackenzie pe cl i have 
often suggested we might do better by calling public tenders to run 
eovernment... That :would give. your .friends.: the . opportunity. in. the 
free marketplace to submit a tender. 


Mr. Mackenzie: I .don't object to the free market as long 
as it 1S not what rules. 


Mr. Chairman: As long as you make the rules, eh? 
Mr. Mackenzie: As long as the people make the rules. 


Mus «Chas mans 7] ¥Youstare ssmarterithaniwthat<r is think: what wyou 
suggested) «Mrs Stouffer ,siusisthateufsyou iare going to! ‘tamper with 
the Canada pension plan it would be either that or PURS, not both. 
Por Isread you;correctly.:in that? 


Mesbmtourtbensss That 17 would jseem jto- besa epeasonables -wayiwto 
go. I can't see if you expanded the Canada pension plan why you 
would need PURS or if you brought in an effective level of PURS why 
you would need an expansion of the CPP. I think they are exclusive 
in that sense. It's one or the other if you want to do something at 
all. There are three alternatives: change the CPP, introduce 
something like PURS or don't do anything in this area at this time. 


Mr. -eGilliess:. Mr.e.Chairman, ~oned,other: slight difference 
bust Onithissepointrcomess totrmindweYesterday,sasel recall, .theregwas 
a suggestion that at least one model of PURS would allow a group to 
opt out if the system it had was Superior to the standard set by 
PURS and of a certain type. They may be allowed to opt out and 
Pontinue on’ their merry  way...:Canfvou pthink; )Mrau-Stoufttier, «of any 
mechanism if we were to opt for an enriched CPP by which that might 
be accomplished? How does that work in that regard in this new 
scheme in Manitoba--or does it? 


Mr. Stouffer: The scheme in Manitoba is voluntary. 


MreeweGiiliess /Voluntary “anyway. =Ss0O- you. don't -go anto it 
unless it 1s clearly superior to what you already have. 


Mr... Stouffer: I think) you have hit upon something that is 
unigue to PURS in that in a sense there is some kind of target. Let 
me explain the point rather carefully here. If you expanded the 
| Canada pension plan, everybody is affected whether or not they are 
in an employment pension plan. 


The way an expanded CPP would likely be accommodated in a 
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private employment pension plan would be for the private employment 
pension plan to change its benefit structure so that there would be 
an integration of the improvement in the Canada pension plan. 


Mrs sBentiley side Useatiches word "co-ordination" so he useg 
"integration." It is the same thing. 


Mr. Stouffer: In the case of the provincial universag 
retirement system, with the opportunity for the employer with an 
acceptable private pension plan to opt out, then to some extent the 
impacts are a bit different in the sense that there would not be 
the same displacement of a private pension system as there would be 
with the CPP expansion. You might say that effectively targets the 
plan a little better towards the individuals who are not now 
covered by a pension plan, or covered by a very poor pension plan. | 
That is one of the advantages that I can see for a PURS arrangement. 


Mr. Gillies: This*>brings me back ‘to uthescthought? Da mage 
yesterday actually. I think of PURS more as a standard, as a floor, 
and if a corporate group or an employee group wished not to 
participate, then one option that is available to it is to come ug 
with a scheme that is better if it wants to go its own way. So I 
tend to think of PURS as a floor rather than an add-on or a ceiling. 


It just occurred to ome that there is a little flexibilyce 
there that may not be available under an enriched CPP. 


Mr. Stouffer: The other thing that I want to point \oug 
about the CPP was that you asked if there could be some kind of 
offset provision built into the Canada pension plan. I am sure that 
could be accommodated some way, but the key point here is that the 
offset would be very simple if the increase in the Canada pension 
plan were appropriately financed, wholly cost-funded. 


But if it were operated on a reduced levei of funding, for 
example, a pay-as-you-go kind of approach, there would be little 
incentive for the employer to provide benefits in his plan which 
had to be fully financed when he could essentially purchase those 
same benefits for, say, half the cost or less through the Canada 
pension plan. So it would seem to me to be very unlikely that there 
would be any viability for opting out of a CPP-type arrangement 
unless the CPP benefits were fully funded. 


Another point here is, if they were to be fully funded, the 
phasing-in question becomes significant as well because it might, 
indeed, be fully funded and phased in over a 47-year period, which 
PURS does. That would be unlikely from a political perspective. 
That is a possibility. 


Mr. Chatrmans? “‘Theneyyou iwhayesothe problem of a massive 
Capital pool. 


Mr... Stouffer soYesye thateiserigee: 


Mr. Gillies: What was «the: figure we heard in our -fal@ 
briefing? By about the year 2030 it would be something like $9 
trillion. It was more money than exists in the country right now, I 
Know that. 
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Mets OChairmansen Those op bprinting)iipresses. cacan. wrunsvoff the 
dollars. 


Mes wGiddli esthnthateiass ither econcerneshti think cower cagreedonin 
the committee that the Canada pension plan would probably continue 
Seetnense poodcrienrichedsiorsmot soli ait acontinhbes Atyiwill continue 
more or less on the basis that it has, that there be a more or less 
pay-as-you-go arrangement because the pool of capital created for 
the fund would be absolutely enormous. 


Mr oarotoulter:: de am knot: ¢sunen iwhat.+hther: totherteprovances 
would say if the financing would enhance the Canada pension plan--I 
really could not say. You must remember that changes to the Canada 
pension plan are a matter forall the provinces to decide. But I 
sense a feeling that if there were to be improvements in the CPP 
they should be put on a much stronger financing basis than they are 
now. 


Mr. Riddell: Suppose we get back to one or the other and 
then a combination of the two. I want to go back to your comparison 
of the PURS program and an enriched Canada pension program... It 
seemed to me you said that PURS is a good program for people who 
wanted to watch their savings--something to do with their savings. 
It would indicate to me that if we were to adopt the PURS concept, 
what we are doing is we are making it mandatory for people to 
invest in a program that we aS a government have implemented, so to 
speak. 


me SOc DSM. 


As somebody with a free enterprise mentality, I am wondering 
if governments should be mandating investment programs. If, indeed, 
we can enrich the Canada pension program to do an adequate job, 
which I believe you said, that with some reform of the Canada 
pension program we could provide an adequate pension. The financing 
may be a problem, I believe you indicated, whereas the financing of 
the PURS program would not give us the same difficulty. Am I 
reading you right? 


Mr« *eStoufferstel wthink othereseismone yotherppthing you «should 
consider here as well. Do you really need another tier of the 
program with 100 per cent coverage? We indicated earlier that the 
old age supplement, the guaranteed income supplement, CPP and the 
guaranteed annual income system benefits protected fairly well 
people below the average industrial wage, whose lifetime earnings 
are below the average industrial wage, with the exception of the 
Single elderly. 


If you want to target expenditures in one direction, you 
would have to target them very specifically. You can address the 
problems with the existing elderly quite directly by changes to GIS 
and the Gains program, or maybe even the OAS. It is not just a CPP 
problem. If you did that you may not want to make any changes at 
all to the level of the CPP or to introduce a PURS program. So 
there is quite a range of possibilities here. I think you have to 
recognize there is a difference in philosophy. 
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The royal commission comes very strongly on the position of 
individualism. The individual has the responsibility to look after 


himself. From there you go on and say, "How far does the state look | 


after you?” If the state looks after you through a contribute 
program that is one degree, or it could simply be a guaranteed 
income supplement type of program where there was income offset. 
Tnat is, if you had income in your own right you would not need 


income from government. I am trying to describe it as an} 


income-tested program. It would be at the far end of the spectrum. 
SO somewhere in there is where you solve the problem. Does that 
help answer your question? 


Mr?o le Riddelles 2 Reably paéwit hoePuRSoesieehis © Cnot’d lagsecacecuee 
helping people to help themselves; in other words, to prepare them 
for retirement life. It is forcing people-- 


Mr. Chairman: Forced savings. 


Mr. Riddell: Yes, forced savings, forcing people to help 


| 





themselves when they reach retirement. I guess that becomes a 


philosophical matter then. 


Mie Chairman: At one time, a person would put away a 
little money himself for a rainy day, even though he had to do 


without something he wanted to provide for a time when he needed it) 


more. 


Mr. Riddell: I guess we are assuming that, if we were to. 
go the PURS route, we are assuming that a good many of the people. 
in Ontario are not able to prepare for their retirement so we are 


going to doeidtetiar -them: 


Mr. Chairman: They cannot manage their own finances’ so 
they have to have government mandate that. 


Mr. Riddells. Yes: 


Mr. Chairman: Government breeds dependence, so I guess we 
are encouraging this kind of thing. 


Mr. Riddell: But I am of the belief that maybe not enough 
throught is given on the part of particularly young people when 
they start into the work force. There is not enough thought given 


to their retirement until later on in life when maybe it is™m 


little too late. This would maybe be a reason to mandate a program 
but we certainly have to.give it a lot of «thought. 


Mr. Chairman: Mr. Cureatz, you had a question did you not? 


Mr. Cureatz: No, Mr. Williams and I are»just clearing wm 
some final aspects of this, so I think I have resolved my problem. 


Mr. Williams: Just one observation supplementary to what 


Mr. Gillies was saying--his observation that he considered the PURS 
program as the floor and the voluntary programs in the private) 
sector would be enrichments of that floor. I suppose if we go to. 


the other option, adopt’ ‘the’ PURS*Sconcept) and leave’ atin tonsa 
private sector, then, as we were talking the other day in effect we 
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would have to mandate a certain floor to work from and guidelines 
Brett neeprivates(sector*is going! cto obemleft) aloneisinw the) field: sto 
enrich on top of the CPP. 


Weetnever «sada Mat -certainvibase ‘from? which. °a private’ .sector 
would be obliged to operate as far as providing minimum type of 
programs is conderned. So even with or without PURS, I suppose they 
are still looking at some type of base we would have to operate 
from. 


Mr. Chairman: Is it a correct observation,. I do not Know, 
and» you’ can «tell.me, is it ¢that segment jof the work force that is 
not unionized that really does not enjoy the most basic minimum 
pension provisions that would be provided for in PURS? 


Mr. Stouffer: Coverage among nonunion employers is 
definitely lower. There is no question about that. Just to give you 
a little feeling for what industries are covered and what are not, 
here are some statistics for you on pension coverage by industry. 


Mr. McClellan: What is the source of this? 


Muse Stoutfercyltwiism all 1Statistics Canada information but 
Beerare soinghtosputsthewinftormation4outeghere in, axform that is 
usable by the committee. 


Just to give you some illustrations: In the agricultural 
mndustry, onesper: cent of paid workers are covered. Let usS move 
down to another one. In trade and commerce, 16 per cent are 
covered. In community, business and personal service, 25 per cent 
are covered. What you are talking about are industries that employ 
poorly paid workers. You are talking about industries that. have a 
lot of part-time employment, service industries in particular, and 
industries where there is not very much unionization. 


Let us move up: mines, quarries and oil wells, lots of 
unionization, lots of coverage, 68 per cent. In the transportation 
and communication areas, 5l per cent are covered. But quite a large 
number of the people who are involved in transportation, who are in 
the union areas, are included in public administration. For 
example, the Ontario municipal employees retirement system plan 
would include a lot of people working in the transportation area. 
So that sort of thing gives you some feeling for the types of 
employment that are covered and the types that are not. 


Mr. Mackenzie: You have a better chance of a pension plan 
if you get one of those big bad unions in there. 


Mr. Stouffer: That seems to be true. 


Mr. Chairman: In terms of coverage, when you are dealing 
with coverage, Mr. Stouffer, we are assuming invyouracagures: thet,.a 
person would have to be within the plan for a certain number OL 
years before he becomes a statistic. 


Mr. Stouffer: If he is a member of a pension plan, that 
is how we consider him to be covered. He may not be vested, but-- 
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Mr. Chairman: I am wondering when you are dealing with 


percentages whether a person actually enjoys the benefits of being | 


classified and in fact they do not get a pension? 
SOS 


Mr. Stouffer: ‘They could very well be in these statistig@ 
as covered but never get a pension. That is the only way you can 


get a handle on it. You do not have data which says these people 
are in a vested status. 


Mr. Bentley: I can answer that question. The informatiog 
we provide to Statistics Canada includes only those employees who 
are members of the plan during a given year. So anybody who has not 
served the eligibility provision, under the terms of thag 
employer's plan, is not included as a member. 


Mr . ©Chavemar: So he could be covered by a union contract 
and a union contract could provide for the pension benefits, but he 


would not enjoy the membership in the pension because he had nowy 


worked long enough. 


Mr. Bentley: Normally @*in- ‘a union contract, (Vif =ithey Sareuum 
member of the union they are immediately enrolled in the pension 
plan when it is negotiated, even from the first day it becomesm 
effective. It is normally in the unilaterally established plans) 


that there is a waiting period. That may be one year to five years 


aS a normal waiting period or attainment of a certain age with a 
certain period of service. But in the negotiated plans that is not | 


necesSarily true. 
Mr. Chairman: Do you have to be a member of the union? 


Mrs “Bentley on Uniisan “negotratedwarrangement isthat = \wasuiiems 
principle of memberships. 








Mr. Chairman: So you could have workmen who were not. 


members of the union but are covered by the union contract. 


Mres) Bentley; Theyiowould Snetlonecessarilyssbe «eovered by 
that contract. They could be employed by that employer but not) 


covered by that contract. 
Mr. Chairman: So that membership might-- 


Mr. Mackenzie: A handful of conscientious objectors, but 
Still are covered. 


Mr. Bentley: That@vis Prightemebut’ *you tscoulkds also. Hamm 
within an employer, for instance, the International Brotherhood of 
Electrical Workers negotiating a certain contract that only the 
members of the IBEW can be covered. If there is no contract for all 
the remaining employees, they are not necessarily covered in that 
Particularp:class Of ithe trade. 


Mr. Chairman: So they would be covered or not, depending 
On whether a person could withhold his membership in a _ union 
because of ideological beliefs, or on the other hand, if the union 
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wishes not to take on an enlarged membership for one reason or 
another. 


Mr. Bentley: There can be any number of reasons. What we 
do is get the information provided to us by the employer which 
gives the number of employees who are members of the spdan ahyia 
given moment in time. There may be 100 employees but ondyve bcot 
them are members of the pension plan, for whatever reason they are 
mot eligible to-«join, whether: it is. by choice, whether ola S 
because they are not members of the union or because they have to 
serve a waiting period or whatever it happens to be. 


In many cases you can have a situation where it 1s voluntary 
for the employee to join the employer's plan and some employees 
Meiect? notroto (joins: Solsaife theresmareio100).' employeesp,ofmmthat 
particular employer and only 50 of them elect to become members of 
the pension plan, all we get, and which we provide to Statistics 
Canada, is the 50 members. We do not have information on the total 
number of employees that employer may employ. 


Mr. Chairman: So presumably there is a mobile force 


Mwithin that organization, for..example, where a person has to get a 


work permit from the union to take on the job and yet he cannot 
become a member of the union because they do not want any more 


members. 


Mr. Bentley: There can be any number of reasons. We do 


not analyse the reasons because all the information is provided to 
us which we provide to Statistics Canada. Our jurisdictions provide 
mchis: information to.Statistics Canada. It is just those employees 
who are members of the plan at a given moment in time, that is at 


the year-end of the pension plan and that is the time at which they 


mnave to report,to us. 


Mr. Chairman: Any further questions? 


Mr. McClellan: Unfortunately, I had to be away most of 
the past two hours. You may have already talked about what I wanted 
to raise. It had to do with whether the Ministry of Treasury and 
Economics has estimated total costs in terms of percentage of 


| payroll if the PURS program were adopted and all other things 


| 


remained equal. 
Mr. Stouffer: Simply an add-on? 


Mr. McClellan: yes. Mr. Bentley has been talking about 
the need to look at the totality of income support measures for 
retired citizens and not just one or two pieces. When we get into a 
discussion of costs, we are always saying, "If we increase the CPP, 
expand it to twice the current benefit level, we are going to have 
payroll costs of the order of 15 or 18 per cent, whichever estimate 
you follow." 


I am interested in knowing if you have done any studies to 
estimate the total net cost if we adopted PURS, kept CPP at the 
Current benefit level and maintained old age security and the 
residual guaranteed income supplement for nonworking, 
non-wage-earning retirees, and if you could tell us, even in a 
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ball-park way, what percentage of payroll we are talking about? 


Mr. Stouffer: No, I haven't examined the costs of tHam 
part of the program at all, other than knowing there is going to be 
a two per cent charge to the employer and a two per cent charge to 
the employee. We haven't tried to trace yet the impact on 
government revenues, because those would be deductible from income. 
We Simply haven't done that. 


Mr. McClellan: So you haven't done any cost studies? 


Mr. Stouffer: We are in the process of doing cost studies 
on many of the proposals that came out of the select committee in 
its interim report. We have had a project going on in that area for 
some time. It hasn't been completed yet. 


. Mr. McClellan: But you haven't started to do cost studies 
by way of background to federal-provincial pension discussions? 


Mre Stoustew:, Notarealily,, no. 


Mr. Ilkiw:«cJust ical), comment: with respect stoo thely costa 
existing plans: The Economic Council of Canada in its report, »Ong@ 
in Tnree: Pensions for Canadians to 2030, forecasting under certain 
assumptions as to whether OAS and the GIS would grow just by the 
consumer price index or whether they would grow as a cost of 
percentage of the average industrial wage, forecast up to 2030 what 
percentage of gross national product would be allocated to these 
programs. It wouldn't be fair, for example, to express GIS and OAS 
costs as a percentage of payroll because that comes from general 
revenue on many tax bases. 


Mr. McClellan: One of the reports--was it Cofirentes+? I 


don't have all my stuff here--one of the studies that has been done 
did attempt to-- 


Mr.’ BenGleyce- Tire Economic Council of Canada, I believes 
dias thats 


Mr.) McClellanze%But! didn't srt ojtrye sta! italkes about mali 
terms of percentage of raise? 


Mr. Ilkiw: I believe the expression was "as a percentage 
of GNP" because it recognizes as well that CPP would come from an 
earnings base. But then OAS and GIS would come from general 
revenue. It made the assumption, I believe, that OAS and GIS, 
though normally indexed to the CPI, would be ad hoc increases to 
keep it at a relatively constant percentage of average industrial 
wage. So it isolated the demographic effects and then © made 
assumptions on what happens if you lower the retirement age from 65 
to 60 and forecast a different demographic scenario to find exactly 
how demography impacts on old age expenditure as a percentage of 
GNP. In terms of global expenditures, I think that is the only way 
your can do ts 


Mr.- McClellan: There “isn't “any ‘validity. in doing«attim 


terms of payroll, even though it isn't directly deducted from 
payroll? 


tw: 


Mra Lhiw: 1 -oecauss,o.tne..OAS-.ands.GIS careysanotentaxed..from 


payroll but rather from general revenue. OAS used to come from a 
two-two-two tax but no longer does. 


3:10 p.m. 


MewaMcClellan:.:At..any.,.rate,, what» Je woulds [ike...tCo, beable 
to see, and I guess we probably can't get it, is a comparison of 
the total costs of various options and various mixes, so that if we 
have from the royal commission a fairly accurate cost estimate of 
macwite would. cost.«to double. the benefits to. the | CPP, ;wesncan 
extrapolate what the costs of going the PURS route would be, four 
per cent plus, using the commission's assumptions of up to 9.6 per 
cent of payroll for the PURS plus CPP. But then we do not know how 
Senco losin thes costs of Lfolid=age" security: »plus? | thessresidual 
guaranteed income supplement, so I can't get a sense of what the 
Pommission (is talking about in -terms)sof ,totalsmnet ,cost,\for the 
proposals it is putting forward. 


Moeueotourter: The question of. cost “1s . quite, ~a: slippery 
fish. If you look just at government programs, and you ask what 
government programs are going to cost you as a percentage of GNP, 
let's say--because we have to recognize any financing bases they 
rely upon, so the only common denominator that is acceptable is the 
ENP. So if:-we lock people -into.GIS'‘andiOAS sand= CPP and "PURS--in‘a 
PURS arrangement we know what the percentage is right away because 
you define the contribution--then we can get a reasonable estimate 
of what government cost would be. 


Buty on..the.other side, cif syousihad: sprivate: sector .reforms, 
such as were suggested by the royal commission, what you could have 
is a move in your public sector plans to increase pensions, and a 
moye to. increase costs in private. sector plans. What is going to 
happen is that collectively individuals and employers will come 
Back and say: “Well, how can I adjust? What is my - personal 
objective for how much retirement income I want and my other 
particular needs?" 


LEveVOU SpUShemp sethe> cost..of spublic ssector, plans »and.expand 
coverage, voluntary arrangements are going to respond accordingly 
to try to come back to some percentage of their income allocated 
every year that is acceptable to them. So you really do not know 
how the private sector will respond, and it does not know how it is 
going to respond until it sees which way the governments jump. So 
the government proposals--if you give us a proposal, an explicit 
example, it would be relatively easy to do. But to find out the 
Mmitimate cost, once you bring ini.your private .sector reforms, you 
have to make a lot of behaviour adjustment..assumptions on how the 
private sector will respond to the additional cost. 


Mr. McClellan: If we do not already have it, and we may 
well have it, could our research person put together the ECC stuff? 
We may already have it. 


Mr. Stouffer: I'm sure you have it. 
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Mrs McClellans« There is ‘still. the »question»io£ telling ae 
where to look for it. 


Did you talk about the administrative consequences? I cannot 
imagine that-- 


Mr. Stouffer: Yes. We addressed that in the notes. 
Mr. McClellan: You have an allusion to them in the notes? 


Mr. Stouffer: We did not discuss them in any more dept 
than’ that. 


Mr. McClellan: Just ‘so I am clear that I understand wham 
we are talking about, on page six, what would the central pensiog 
agency based in Ontario be? "Contributions would be remitted to and 
accounts administered by a central pension agency based in 
Ontario." Describe that, please. 


Mr. Stouffer: Describe the central pension agency? 


Mr. McClellan: Yes. Would 1s be an agency of the 
government of Ontario? 


Mrs, ‘Stouffer: Again, this is» what the. royal » commissi® 
has said here. I can only speculate. 


Mr. McClellan: What is your understanding of what’ the 
royal commission is saying? 


Mr eSitowt fers My understanding is-- 
Mr. Chairman: Who would head it? 


Mr. Stouffer: Obviously the chairman of the select 
committee. 


The central pension agency, as I understand it, would be 
perhaps something like the Pension Commission of Ontario, 4a 
commission or government agency of some type. I would not see it as 
being distinctly separate, at least as far as the administration 
Side would be concerned. There might be a separate agency as far as 
the investment part of it is concerned. If the central pension 
agency is to collect premiums or contributions from employees, I 
would think it would be done somehow through the tax system, so the 
government would be involved in some way. 


Mr. McClellan: So presumably we are talking about = an 
agency accountable through a ministry to the Legislature? 


Mr. Stouffer: I would think so. 
Mr. McClellan: I just wanted to make sure lI «ae 
understand that, that we were not talking about some kind of 4a 


private sector agency like London Life. 


Mr. Stouffer: That certainly was not my understanding, no. 


zo 


Mr. McClellan: So there would be clearly a duplication, 
as you say, if it had been established at the national level in 
Batallel CPP administration. “If ‘it "was set ‘up “at ‘the. provincial 
level, it would be an additional bureaucracy. 


Mr. Stoutter:-.l am, sure there ‘are ‘varrations—-on--that. in 
Quebec, the provincial government collects its own income tax. So 
it already has in place the vehicle that would be used for the 
Miminictration -Or. lavrplanvlike this. “suppose zt -Ontarto>- were ito 
collect its own income taxes, we would have that as well. You must 
remember I am simply setting down here what the royal commission 
has said in its notes. 


T= don itaunderstand why ovou, couldvnot, still* colitect™ the “first 
contributions through the tax system, along with the provincial 
taxes you collect through the tax system, and remit that back. What 
you would not have.would be access to the Canada pension plan 
Becounts, I suppose. J. am not Sure, but there would probably be 
another tier of administration introduced there somewhere, if it 
weren't run by Health and Welfare. 


Mrowecolotian: Jone | Chaliian -ocalt.. CP ront==ateowtne- SOULSeL 
Pith. he -rundamental , ‘philosophical’ "contradiction. Jand, as t 
Mrecroree 1c, 1teiswestill "a contradiction, “that the principal 
justification for going the PURS route rather than the public 
sector route was to preserve individual initiative. We are talking 
about a legislative program that would compel every citizen to 
participate. That is a leap of logic that remains beyond me. 


tT) thinkmits “analysis: leads toy the conclusion that. you. can 
only solve the pension problems it identifies by relying. upon the 
Sandadas’ pension plan *but, in’ fact, it Is” reluctant to direct. that 
amount of money into the public sector, so it had to come up with 
something that solved the pension problem but also left the money 
in the private’sector, for what it is worth. 


I would like to thank you for the strength of your analysis. 
I can be quite mellow. I was surprised you were as forthright about 
some of the critical problems with the PURS program as you were in 
Mer report Lt ls. *nara~ for “me™ co: Oreseer-on—=the basis of the 
Strength of your critical analysis any government coming forward 
with a proposal to accept the PURS program. 


| Mr. Chairman: It is a memorable day when McClellan 1s 
mellow. 


Mr. McClellan: Also very impressed. I have read all the 
Criticisms of the PURS plan and I have never read such a strong, 
and I am not exaggerating or being rhetorical, and complete summary 
of the problems involved in PURS as I have in this particular 
document. Without being rhetorical, I tend to suspect that this 
represents the tombstone of the PURS program. 


Mri URiddell: «Maybe. itecwas. not (iMr.i=stouffer*s*” intention, 
mehough, to be so critical as to discourage the committee from 
adopting this program. 


Mr. Chairman: It was an objective analysis, as I see it. 
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I wouldn't think, because most of the arguments are in favour of 


not adopting it, that that would mean a mandate for precisely the | 


Opposite decision. 


Mr. McClellan: I would like to see the report that deal@ 
with all the problems you people have outlined. 


Mr. Stouffer: You should have a copy of this: 
Commentaries on the Haley Report on Pensions by Ascah, Baldwin and 
Pesando. It's an Ontario Economic Council publication. 


Mr. Mackenzie: I'm inclined to agree with my colleague. I 


| 





think the summary is one of the best I have seen. I also feel it) 
States-a~ case against. PURS that “is .going., to be. difficult 
Overcome. But apart from that, it is one of the clearer outlines of | 


its strengths and weaknesses I have seen put together. 


Mr. Chairman: It certainly establishes some credibility | 


on the part. ofthe Treasurer, I guess,, or..the ministry. 


“Mr. Mackenzie: I figured that was his route anyhow, Mr. | 


Chairman. The only thing I am suspicious about is why the kite was 


flown in the first place, how they allowed the royal commission to 


Peay iit. 


Mr. Chairman: In fairness to the royal commission, they 
were a completely independent body with broad representation. With 


that independence of mind, I think honestly and with a great deal 
of thought, they came forward with the recommendations they did and 
that is why I do not think we should dismiss this recommendation | 


along with any other, lightly. 


{ 





Mrs, McGlellans: Perhaps Mr. Stouffer was bringing our 


attention to an OEC document that-- 


Mr. Chairman: That was distributed to every member of the 
Legislature, incidentally. 


Mr. McClellan: I was hoping you would not say that. 


Mr. Chairman: I surmise again that change really has to 
be more in the form of a package rather than dealing with, say, one 
plan or another plan. I think it is more of a package arrangement. 
Somebody can comment on what I have said but I would think that 
from both the individual's point of view as an employee, the 
employer's point of view and government's point of view that you 
Cannot keep adjusting. You have to know just what the rules are and 
you nave to have sort of a dose in one shot rather than bits and 
pieces. 


Mr. Stouffer: That certainly would be preferable I think 
to be able to-put a package together..1 think it.is .a-little je 
like a pill. You want to have the time for absorption. Certainly 
you can conceptualize the package. There are parts in the package 
that are separable. For example, the existing elderly problem is 
solvable only in a limited number of ways. 


The need for reforms in the employment pension system can be 
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addressed really as a separate package but when you are looking at 
the provision of pension income, the totality of the picture must 
mone ian SO iL, would say, ‘yes, it would be deSirable to have ‘a 
package but, at the same time, recognize that package has to be 
swallowed. 


Reeonasingeerinre . ecthinkee ls) most; cdesirables im this: > case;*a 
phasing in of changes in employment pension plans, perhaps a 
Bhasing in of the ‘expanded CPP if it comes to that. That»is needed. 
Me a swould agree with. -you;):Mr.“Chairman,, that “you®would “try yand 
conceptualize the thing as a package. 


Mow pMackenZie:)) Io do @movsethink there sts: ranye: doubts +in 
anybody's mind that other than the need to deal quickly with that 
group of people--it does have welfare connotations, I guess--who 
ere veally up against it, that any) major changes are going to be 
phased in. I think anybody else would accept that. 


Meee ciairman= ie 1thinkisthnace Naspebeen, the-gthinking=7of* the 
committee in terms of, for example, vesting provisions. Some of our 
recommendations-- 


Mr. Mackenzie: There we may have been a little short. We 
should have gone for earlier vesting than we did. 


Meme na Ula ate Chink, themeonasinggeins 71S ee mportant sy. 
Binks lteis’ also “important though to distinguish purely pension 
problems from welfare problems. 


Mroe Mackenzies2 1 eam. not sure “you ican =n total the way. our 
Pecotemuis. Setiup.8 1. think, like itor Lumpvit;-you are dealing with 
somewhat of an income redistribution situation. 


Mie chalrman.. Again, 1) dO smote want to ber-argumentive. 
Pertainly;masethechairman, I refuse to besbut pensions relate to 
people in the work force and I am ever mindful of that. 


Mr. Mackenzie: OAS is part of those pensions. 


Mr. McClellan: You are excluding old age ‘security from 
your definition of pension, whereas I would include it within the 
pension system. 


Mr. Chairman: The documentation I read talks about 
employees and persons in the work force and that kind of thing. I 
am not suggesting there should not be coverage for others or that 
others should not be included in the program. We have debated, for 
example, the housewife in the Canada pension plan. I am not 
excluding that. 


What «lam, Saying,1s thate there 2s the «distinction that ‘we 
treat the subject. And you have to watch you do not confuse them 
for one purpose and not for another. Are there further questions of 
Mr. Stouffer? Well then, Mr. Stouffer, you have a document that you 
would like to introduce. Would you do that now? 


Mr. Stouffer: Earlier this morning when we were talking 
with Mr. Riddell, we mentioned that we would provide you with a 
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copy of the standard letter which is in answer to the Globe and 


Mail articles. That is what exhibit number 141 is, a reprint of 
the-- 


Mr. Riddell: My only question there was, who would be 
responding to--have there been several letters come to the minister 
expressing the same concerns? Because it starts out, “I have 
received your letter," so I am just wondering if he received a good 
many letters and this is the standard answer. If that is the case 
then there are obviously more concerned about it than myself. 


Mr. Stouffer: There is one other document I would like to 
bring in and again it is in response to Mr. Riddell, a summary of 
the current CPP financing or statistics on financing arrangements. 
So we have the list of what the cash flow is and a summary of the 
borrowings, the rates of interests in comparison with Ontario 
Hydro's borrowing rates. 


Mr. Chairman: You (will find) that  *facinating, “Mr. Riddell 
Mr. Stouffer, thank you very much for your well-prepared and 
presented, in-depth review of the PURS program and related matters. 
We appreciate it very much. The committee stands adjourned until 10 
o'clock Tuesday morning. | 


The committee adjourned at 3:27 p.m. 
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Mr. Chairman: This morning we have with us the Federation 
of Women Teachers' Associations of Ontario, with Miss Ann Thomson, 
president, Dr. Florence Henderson, executive secretary, and Ms. 
Joan Byrne, executive assistant. Would you care to come forward and 
then you will be wired in and we will not miss a word? 


Gentlemen, the brief should be in your binders. It is exhibit 
m8 if =f am not mistaken. You.should have distributed to you a 
brief of the Ontario Secondary School Teachers' Federation, which 
is not the one we are considering at the moment. 


Miss Thomson: Mr. Chairman, the Federation Or Women 
Teachers' Associations of Ontario is one of five teacher 
federations which combined to form the Ontario Teachers' 
Federation. You have received the Ontario Teachers' Federation 
brief, its submission to the select commission on pensions. We 
concur with the benefits and concerns which were expressed in this 
brief. The OTF brief highlights adequacy, money purchase versus 
defined benefit plans, public sector, employment related pension 
plans, other employment related pension issues, potential 
relationship of mandatory plan with the teachers' superannuation 
fund and equality in the work place. 


The Federation of Women Teachers' Associations of Ontario 
represents elementary women teachers and has done so for over 60 
years. At present our membership is over 30,000 women who range in 
age from 20 years to 65 years. Not all of our members teach long 
enough to qualify for pensions. However, 7,010 of our former 
members are receiving pensions from the superannuated teachers fund. 


We have a history of involvement with pensions and their 
effect on the quality of life for women. For example, in 1966, 
FWTAO distributed $100,000 to former members who were receiving low 
pensions from the teachers' superannuation fund. This came about 
because delegates at the annual meeting decided on this action to 
Graw attention to the plight of former colleagues who were 
suffering the effects of low earnings during their careers, coupled 
with inflation when they retired. 


| The federation of women teachers is a unique organization in 
Mo far aS we are concerned with education, but we are also 
concerned about women and we represent women in the work place. Our 
brief has beén prepared to highlight many of the aspects of 
pensions which deal with women. Joan Byrne, one of our executive 
assistants, has the responsibility of dealing with pensions and she 
will present our brief to the committee. 





Ms. Byrne: Mr. Chairman, we want to focus the attention 
of the committee on the situation facing most women as they grow 
older. Wherever you turn for data on the status of older women, you 
are faced with a really chilling, dreary picture of poverty. Therg@ 
is a great deal of evidence and it all indicates that, if we aré 
ever to resolve the problems of adequate pension and retirement for 
society, one of the main problems we must resolve are the problems 
facing women. 


They have a generally subordinate position in the labour 
force, their greater longevity and their actual and assumed 
position as nonworking dependents all have an effect on the special 
life patterns of women and what must be done in pension reform so 
that the present picture does not continue into the future. 


There has been a remarkable increase in the rate of 
participation in the labour force by women, across Canada from 20 
per cent in 1921. to 49° per cent in. 1979. "In Ontario alone ain Jaa 
54.3 per cent of adult women were working. In fact, women were 41.6 
per cent of the work force in Ontario in 1980. This is quite 
dramatic change from the past when the assumption of women staying 
at home was in fact the reality of life. 


However, women do tend to work in low-paying, low-status jobs 
with earnings that tend to be much lower than those of men. One in 
six women employed full time earned less than $6,000 in 1977. It is 
a rather upsetting future for them. But women, of course, make up 
72 per cent of the part-time labour force in Canada and part-time 
work is generally excluded from pension coverage. Indeed, only 34 
per cent of working women are covered by employer-sponsored plans 
and that figure drops to 22 per cent if public sector employees ar@ 
excluded. 


You have the picture; low pay when you are working naturally 
means low pensions in retirement if you have a pension at all. The 
fact that women are working does not preserve them from inadequate 
income when they retire when they reach old age. The average woman 
can expect to live 17.5 years after age 65 whereas the average man 
at age 65 can expect only 13.7 years. There may be some improvement 
for you gentlemen in the future but that is what the reality is at 
the present. Women are much more likely than men to find themselves 
old, alone and poor. 


Among persons over 65, most men are married but almost half 
of the women are widowed; at least they are alone. At age 65, Six 
of 10 women are alone. At age 75, eight of 10 women are alone. And 
two thirds of women over 75 live in truly desperate financial 
circumstances by anyone's measure. 


There are some very serious problems facing women and it is 
aggravated by the fact that more than half of the participants in 
private pension plans are employees that do not provide survivor 
benefits so that barely one woman in four can expect a widow's 
pension. The assumption of women being looked after because they 
are the dependent spouse does not carry on into old age. 


We have the very disturbing picture that neither their own 
efforts in the paid work force nor their contribution to society 4d@ 


c: 


wives and mothers ensures them a decent income in retirement. The 
Boles “that-’ they play ‘in’ the home and “in “the “work force lead 
inevitably to poverty in old age. 


As has been pointed out by others, ageing is a women's issue. 
Three out of four women will be on their own financially at some 
point in their lives and if there is ever to be a resolution of the 
oe of problems that beset older women, we must take action 
inow to alter the chain of circumstances that lead to such a blight 
on what should be among the best years. 


| Turning to the recommendations, the items that we would 
particularly like to support, first and foremost we want to urge 
the government of Ontario to support the dropout provision that has 
been suggested, the child rearing dropout provision as now 
legislated for the Canada pension plan. 


The Royal Commission on the Status of Pensions in Ontario, as 
I am sure you gentlemen are all aware, made no _ significant 
recommendations for Change in the Canada pension plan with that one 
notable exception. They did feel that the dropout provision was 
worthy and that it should be enacted as soon as possible and we 
want to support that with-- 

) Mr. Chairman: If we may interject here and say we have 
supported that. 

Ms. "Byrne: =\You have supported it? That® certainly ‘helps 
mhen. Then I) do not know if we need to go through the other 
arguments that are here. You have obviously read the report. 


| Mr. McClellan: Mr. Chairman, I am sorry. My colleague and 
iT of course support the provision but the committee put it over 
until this session. 


Mr. Chairman: Zz guess p was maybe premature in 
determining a consensus. You carry on. I know there was support for 
that at the committee but if you would not mind carrying on. 

Mr. Williams: Mr. Chairman, expressed but not formalized. 
| 

Ms. Byrne: That is very encouraging. I guess then in your 
reading of the royal commission report, they came to the conclusion 
that the value to society of child bearing and rearing overrides 
any alleged inequities to single persons or childless couples. They 
point out that the Canada pension plan is a social insurance scheme 
mnd that a subsidy or redistribution of income is perfectly 
appropriate in such a plan and that in fact a number of subsidies 
Or redistributions already exist within the plan, notably the one 
to those who have retired and qualify for benefits since the plan 
first came into effect, and did not in fact contribute to anywhere 
near the value of the benefits they will receive. 


| There is of course the intergenerational subsidy which 
favours the baby boom cohorts who will pay for a smaller retired 
group and will not have paid for the benefits that they will 
mecelve inectthoie i litetimestand, ofimcourseyoityrdas an imnewttable 
| 


| 
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subsidy because Canada pension is earnings-related between the high 
earning and low earning. 


It is an '@arnings-related plan and there will be am 
inevitable subsidy throughout its lifetime so that the argument 
that the dropout provision creates a subsidy cannot be used as an 
objection as such, that there is a subsidy feature in the drop-out 
provision but it is a perfectly defensible change in the makeup of 
the plan. 


There is an opportunity cost to child rearing. You have loss 
of pay, job tenure, seniority and marketable skills. Do we really 
need to add the further penalty of loss of your CPP credits? Women 
are a vital part of the labour force and we have to recognize their 
career pattern. The value of child rearing to society must be 
accommodated in the Canada pension plan so that women do not 
endlessly suffer the financial penalties because they have 
withdrawn from the labour force to care for their children. 


VO: 20 %asm-s 


I am sure this committee has reviewed the Canada pension plan 
in some detail but certainly there iS no suggestion that the 
minimum qualifying period of 10 years will not remain; it does not 
cause a person to receive pension credits but protects against 
losing rights because of staying at home to care for children. 
Therefore, we feel that among the many changes crying out to be 
brought into effect, this particular one is overdue, and we are 
delighted to hear that the committee is sympathetic to that 
particular change. 


Mr. Mackenzie: These things have to be dealt with anyway 
(inaudible) when we get to our final report. 


Ms. Byrnes Right. It is my understanding that every 
Submission to the royal commission supported the drop-out 
provision; I know we did, and the Ontario Teachers' Federation did. 


Mr. Chairman: As» I say, I ‘may have’ "to “apologize to “Gam 
committee for anticipating a consensus, but I want to encourage you 
in your view, that there is a good deal of support for youg 
position and the royal commission's position on this. One of the 
major subjects for the committee's consideration is the Canada 
pension “plan;:"Pt tsa parte of Vit, and I hope we willy betmakume 
recommendations this winter. 


Mr. Mackenzie: I am wondering, Mr. Chairman, before we 
continue, if I can just ask the witnesses about the comments they 
have made that in a social insurance scheme, such as the Canada 
pension plan, a subsidy or redistribution of income is entirely 
appropriate. The idea of the Canada pension plan being looked upon 
as a vehicle for income redistribution does not bother your 
Organization in the least, I take it? 


Ms. Byrne: Certainly not to the extent that the drop-out 
provision provides for redistribution; not at all. It is a social 
insurance plan, and does not have to adhere to insurance principles 
to be-- 
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Mr. Mackenzie: It is one of the things that may be part 
of the discussions we have of a serious nature in this committee, 
se Leeamesyust . tryinge,to get the» feeling, of . the. «various 
organizations. 


Ms. Byrne: When the. proposal was first brought. forward in 
1976, this organization supported it at that time, conveyed our 
Support to the Ontario government and urged you at that time to 
bring in the dropout provision. We have not changed our minds. We 
feel it is long overdue. 


Women aS part-time workers: We would also like to urge 
support of the recommendation of the royal commission on part-time 
employees, that pension plans be required to include part-time 
employees where there is a durable employment relationship. 


As I noted before, 72 per cent of the part-time labour force 
is composed of women, and that is one of a number of reasons that 
many women reach retirement age with very little, if any, pension 
entitlement; so often, almost universally, part-time work is 
excluded from coverage in an employer's pension plan. 


It reflects social expectations about women's 
responsibilities to home and family that they work part-time far 
more than men. So many women are unable to commit themselves to 
full-time employment because of the demands of young children, 
Parents, even a disabled spouse. If a home needs someone at home at 
least some of the time, more likely than not it is going to be the 
woman who will make the part-time commitment. We see no reason that 
will not continue in the future, but there is no justification for 
excluding such workers from the employment pension plan. 


Mr. Chairman: Could: sa#you indicate what you mean by 
part-time? 


Ms. Byrne: Anything less than full time. 


Mr. Chairman: Two hours a week, or any time? You are 
Senin. ON as CONtANUNOUS. basSlS..ulwduess .1C,1Se.a..matter of. the 
mechanism for including it. 


Ms. Byrne: Perhaps we should look at the way it works in 
the Teachers' Superannuation Act; we have coverage for all 
Part-time work, and the money earned as it relates to a full-time 
Salary earns you a proportionate amount of service time. We do not 
see any reason why that could not be translated into the private 
sector as well. Certainly, teachers have part-time coverage and we 
see no reason why other women workers should not have the same. If 
a full-time week is 40 hours, then if a person works two hours a 
week, they have earned two fortieths of whatever you earn in a week 
for pension purposes. 


Mr. Williams: So supply teachers in your federation are 
all covered under your pension plan? 


Msj..Bbytnes. Yes -pEvery. day, sof. teaching,. every alf day. or 
Quarter day, whatever you contribute. If you earn salary, there is 
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a reconciliation of that salary to a full-time salary, and you 
receive that proportion of time as it relates to the money. 


Mr. Williams: So it is prorated over a period of time? 
Ms. Byrnes: Yes. 


Mr. Van Horne: Does the nature of the contract=-that’ is% 
permanent versus temporary--have any bearing on that? 


Ms2© ‘Byrhes® None at lalblowAs Sl ‘say, everyday of teaching 
under contract or not counts for the purposes of pension. 


Mr. Williams: So arrangements for part-time workers in 
your profession are better than in the work place as a whole, as 
you see it. 


Ms. Byrne: Yes. We do not consider them the ideal eltherg 
We have some ideas for improving them for teachers, but that is a 
particular subject of our own. 


Mr. Williams: You are speaking to the general work place. 


Msi Byrne?" Yes; ? ‘tos the general \work ‘place; “we “isec =e 
reason why the principle cannot be extended to all women workers. 


Our next concern is the survivors', single persons’ and the 
spouses' allowance. The royal commission has a number of 
recommendations related to survivors and pensions which are of 
interest to us as women. They suggest, following a good deal of 
examination, that an individual requires about 60 per cent of the 
income that a couple needs to maintain a comparable living 
standard. Throughout their report, whenever they are talking about 
survivors in the Canada pension plan or their proposed provincial 
universal retirement system or in privately funded pension plans, 
they follow through on that 60 per cent suggestion. 


We certainly support that philosophy, and we would urge the 
Ontario government to implement the intent of the royal commission 
concerning a 60 per cent pension for a spouse in all pension plans. 
However, we hope the Ontario government will take particularly 
swift action on two recommendations that the royal commission had 
to make about level and standard of adequate income. 


The royal commission suggested that, in setting a minimum 
level for adequate income, the principle should be endorsed and 
implemented that a single person aged 65 and over needs more than 
one half the amount needed by a’ married couple both 65. Them 
suggest one sixth of half the amount required by a couple, which is 
not quite 60 per cent but it is pretty close; so approximately 60 
per cent of the amount received by a couple. 


They also recommended that a standard should be adopted by 
the Ontario government for determining the adequacy of the level of 
income of government programs and suggested 70 per cent of twice 
the minimum wage for a married couple and 60 per cent of the 
resulting amount for single persons. 
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We do not for one moment think that those suggestions will 
resolve all the problems of the current elderly. However, we do 
feel that it is a step that must be taken soon to establish some 
certain principles upon which you are going to base your government 
programs. That is, there are so many older, unattached women living 
Only on those government programs; I know they get ad hoc 
adjustments and they are looked at from time to time, but there is 
no overriding system behind them. 


£03;30 a.m. 


We do believe those two recommendations on level and standard 
would produce at least an adequate measure of income and that it 
does approximate a prevailing income standard in the labour force. 
We would like to see them implemented swiftly, because they apply 
tO the current elderly. It is not a long-range solution but, of the 
Many Older people who need some kind of boost in income, those two 
particular recommendations would be of assistance. 


Mr. Williams: There is one recommendation from our 


interim report. Have you read our interim report? 


Ms. Byrne: No, I have only read newspaper coverage on it. 


Mr. Williams: Perhaps we should provide a copy of that 
interim report Foun Vou for your benefit. There was one 


recommendation, 12, that I think touches on the subject you are 


talking about; it recommended that for employer-sponsored pension 


plans the normal form of benefit should be joint and last survivor, 


with a survivor level of 60 per cent or more. Other annuity forms 


can be taken when the spouse signs off. That touches on one aspect 
of that concern. 


Ms. Byrne: Were there any questions about the two 


recommendations on level and standard? 


AS an organization, we do have some real concerns about 


another recommendation of the royal commission. It is the only one 


that we are taking some strong objections to, and that is the 
Phasing out of the spouse's allowance under old age security which 
would require those who need the income assistance under age 65 to 
be cared for under what amountS to welfare programs, either 
Provincial or federal. 


The spouse's allowance is designed to assist low-income 
people. It is paid to a spouse between age 60 and 65 who has the 
residence requirements and whose spouse receives old age security. 
There is an income level, you must be below a certain income level 
to qualify, but there is some discrimination in that it is not paid 
to single or divorced persons or to a widow or widower whose spouse 


“was not already an old age security recipient. 


However, 91 per cent of the people who receive the spouse's 


‘-allowance are women, and we feel very strongly that it would be 
(extremely premature to phase out a program of aid to older 
dependent spouses until a much greater proportion of women achieve 
economic independence in their own right. It is not that in some 
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Utopian day in the future’ it might not be a perfectly responsible 
thing to do. At the present time we feel that it would be a very 
severe penalty to a group of people who are quite unable to do 
anything for themselves. 


We would also like to support the suggestion of the royal 
commission that the Ontario government take steps to ensure that 
all annuities purchased for money-purchased pension plans and 
registered retirement savings plans are calculated without regard 
to the sex of the annuitant, on the basis of unisex mortality 
tables. We agree with that recommendation and request the Ontario 
government to take necessary action. 


As we have already pointed out, women generally earn less 
than men; it is more difficult for them to save some money from 
current income for their own retirement, and there is less tax 
incentive for them to place money in registered retirement savings 
plans, because the most advantage is given to those in the higher 
tax brackets. All the way down the line there is not the incentive 
to save that there is for men. Then when you get to the end of the 
line you find that even if you have managed to set aside some money 
for retirement purposes, you are going to get a lesser annuity for 
the rest of your life, which may be longer, because the annuity 
rates are going to be set differently for males and females. 


Insurance companies insist that there are these significant 
differences in life expectancy and, because on average women live 
longer, they receive a lesser annuity for the same accumulation of 
money. Of course, that effect prevails in all money -purchased 
pension plans. 


However, there is evidence that 80 per cent in one study and 
84 per cent in another study of men and women die at approximately 
the same age. The differences in the averages have to do with the 
fact that about 10 per cent of men die relatively young and about 
10 per cent of women live to a relatively old age. So, as a group, 
women do not cost the insurance system more than men. They simply 
happen to be the same sex as the small proportion in the long-lived 
category. 


There was an investigative article by a newspaper reporter 
that showed some insurance companies--and I would emphasize 
some--sell life insurance to women on the basis of the male 
mortality tables when it should be nine to 13 per cent lower. Not a 
single insurance company sells the annuity to females on the basis 
of the male tables. They are quite prepared to take the extra money 
during the working years for life insurance but they certainly make 
certain that they do not get an annuity at a preferred rate. 


Women have tended to be weak as an economic and political 
group. This is changing and certainly unisex mortality tables would 
be one move that would be reflect our greater economic and 
political punch. We would like to request that the Ontario 
government consider a change to unisex annuity rates. 


In conclusion, I would say again, as our president mentioned, 
that we do support the recommendations that are contained in the 
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Ontario Teachers' Federation brief to this committee, but we would 
like particularly to emphasize these items of concern to women and 
we hope that we will have some recommendations from this group. 


Mr. Van Horne: I have a question on the last point made 
about women making less than men. That is not true in education, is 
ct? 


Ms. Byrne: No, it is not true in education. 


Mr. "Williams? -Isyust<ohave-%a “few  oqueéstionsy?©°* some’ “for 
Clarification. Ms. Byrne, there are a couple of statistics you 
provided us at the beginning of your presentation. I just want to 
be clear on them. You mention that women make up, I think you said, 
41.8 per cent of the labour force in Canada, is it, at this time? 


Ms, Byrne: No, sfab.6@permcentvio£ tthe iworke:torce: in <Ontarizo 
on 1980. That is.from the Ontario Advisory Council on the Status of 
Women. 


Mr. Williams: You made reference to a mean average income 
figure of $6,000 in 1977. What does that relate to? I was not sure 
of the point you were making there because I could not relate it to 
a specific situation. 


Ms. Byrne: One in six women employed full time earned 
less than $6,000 in 1977. Even though they are out in the work 
force, working full time, their income potential is so much lower 
than men. 


Mra0 Widelrans:sn0ne Sin Six stula=-cime women?’ iworkers:m ins 1.977 
was earning less than $6,000. Do you have any more current 
‘information than that? 


| Ms. Byrne: I am sorry I do not. That was the most recent 
migure I could locate. 

| Mr. Van Horne: Excuse me. That 41.6 per cent is inclusive 
Zor all part time too, or is that full time? 


hire Williams: re eS the Potat labour force, as iT 
iunderstood it, part and full time. 
| 
, Ms. Byrne: The total labour force. 
| 
| Mr.o Williams: I realize and appreciate that your brief is 
directed to women in the work place as a whole, as you pointed out 
On several occasions. I think your paper is well presented to deal 
with the global issue. 


Coming back to your specific situation and to the question 
‘that Mr. Van Horne put earlier, I guess your particular profession 
‘in somewhat unigue in the sense that women perhaps are not treated 
as second-class workers, so to speak, in the sense that, as I 
understand it--and I would appreciate clarification--teachers 
receive equal pay for equal work in effect. Is that correct? 


Ms. Byrne: Yes, our salaries-- 
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Mr. Williams:"° Under ‘your ‘contract © or. your>s federatiog 
arrangements. 


10:40 a.m. 


Ms. Byrne: Actually, when you look at average salaries 
across the province for men and women teachers and then look at the 
kind of pensions that women teachers receive at the end of the line 
as opposed to men teachers, women certainly end up on the short end 
of the stick. That has to do with such things as career patternas 
the withdrawal from work to raise children, the fact that some men 
seem to be able to reach positions of higher responsibility with a 
little more ease than women, but there is no built-in systemic 
discrimination against women on salary. The salary schedules are 
set up on the basis of years of experience and qualifications and 
they apply to men and women equally. Therefore, in theory a woman 
teacher is able to earn the same amount aS a man. 


Mr... Williams: Does that apply from the bottom range aime 
the top range, from a principal right down to a starting teacher? 


Ms. Byrne: Yes. 


Mr. Williams: You say that applies in theory. You amg 
Suggesting it does not apply in practice. 


Ms. Byrne: The reality is that women tend to be clustered 
in the classroom. More men are in positions of responsibility, such 
as principals. There is the qualifications factor. Many women take 
longer to achieve higher qualifications as a teacher so that over a 
career span their higher earnings do not come perhaps until very 
late in their career. The reality is that women teachers do tend to 
be behind. meni in. career earnings, but if is not mui besin. 


Mr. Van Horne: London, Ontario, is a forward-looking 
community. Il represent London North. We have a lady director and a 
very capable lady in Dr. Madeline Hardy, but I believe she was the 
first female director of education appointed in Ontario. So you are 
catching up. 


Interjections. 


Ms. Byrne: Perhaps Dr. Henderson would like to comment on 
this aspect. 


Dr. Henderson: I think you have certainly represented it 
guite adequately, except to underscore, without pushing too hard on 
it at this point, women in teaching or in education do retain a 
Similar pattern to women in the main work force. The reason women 
are lowly paid in the work force is they don't occupy the same jobs 
as men in many instances. In some instances we recognize there is 
an inequality of pay for the same work probably and to that extent 
certainly education is ahead of the game, but I would emphasize the 
point that Joan Byrne made in stating that the proportion of women 
in the higher-echelon positions is very small. Of all_ the 
principals in the elementary schools, for instance, only something 
like 1.7 per cent of them are women. 


‘Lak 


MyeGwEDbiamsso Thatiebpings me ito itheemextserpoint? Inawantisto 
make. Certainly, as has been stated, you are ahead of the game, so 
to speak, in so far as equality exists amongst male and female 
teachers. You have confirmed that in theory there are certainly no 
barriers to women moving to the top. You indicate that 1.7 per cent 
are female principals, which, I gather, is the highest position you 
Can move to. 


Ms. Byrne: No, superintendent. 


Mr. Williams: The unanswered question--and I don't know 
whether there iS an answer to it--is how many female teachers, 
given the opportunity, by choice are not desirous for whatever 
personal reasons of moving into the higher-paid positions because 
of the added responsibility, the stress and tensions in the work 
Meare, because of the _fact that they may not be totally 
Career-minded in the sense that they have other responsibilities, 

.. as family? Some, of course, are completely single and have no 
other interfering responsibilities, ME OSL S¥caneO user’ tthe y term 
Sinterfering,” such as children to look after and maintain a home. 


I presume there is a certain percentage that voluntarily 
would not be looking for higher advancement beyond a certain point. 
They just feel enough is enough, this meets their needs and 
Minterests and they are prepared to give this much to the 
advancement of education and to the system and they want to balance 
their time more between that and these other commitments. I presume 
there must be perhaps some consideration there in directing our 
Mmettention to the fact there is only 1.7 per cent. Would it be 
higher if that was not a factor? That is what I am really trying to 
elicit from you. 


| Dr. Henderson: I think we have some evidence of that 
actually, though I do not have figures at the moment for you. In 
recent years, one of the studies we have done indicated was that 
when women entered education they entered with a career in mind in 
the classroom. That was the stereotype, if you will. Women who went 
into education largely saw themselves as classroom teachers. Men 
“who entered into education--and this was a study, not just an 
-assumption--went into teaching as a means to an end to 
administration. That was the goal they had in mind. By and large, 
‘Many of them followed that career. 


As in many of the things we have been discussing, we are ina 
‘period of transition where those career goals are changing for 
women and women are now entering teaching with thoughts much more 
Similar to the career patterns that men have in mind. In fact, with 
the kind of programs which our organization has launched in order 
_to build in some of the confidence that has not been typical of 
women in the career world, now that the positions are opening, now 
that the whole picture of opening some of these higher positions 
for women is changing, as the member for London North (Mr. Van 
Horne) indicated, and becoming more of a fact of life, we have 
@eound=-and sf °say ‘this ‘to’ the® credit of the school boards 
involved--the number of women who are being promoted is growing 
‘tremendously, and we are very pleased to see that. 


That does indicate to us that when the openings are there and 


ie 


when some time has been provided to change focus for people who 
have stereotypically looked at a career in a certain way and when 
the training is provided for them to shift focus and to shift 
skills, then women are prepared to occupy those positions. We are 
pleased to see that is opening up in Ontario considerably. 


Mr. Williams: Has. your association in recent. > timesy wie 
occasion to grieve, if I can use that term, on behalf of any of 
your members because you felt there was some form of discrimination 
against a female teacher applying for a particular senior position 
in any school or school system? 


Dr. Henderson: Yes. Just last year we were involved in a 
rather major grievance with one of the school boards on the failure 
to appoint a qualified woman to a position. 


Mr. Williams: Do you find this is now more the exception 
than the rule, or is it still commonplace within your profession 
that you feel you have to grieve? 


Dr. Henderson: I would say the grievance route is not a 
major route that we are following. What we are following is a 
program of affirmative action, which is attempting to work with 
school boards in the kind of program I have been outlining in 
providing opportunities for women to move up the career ladder and 
in providing training for them in order to span that gap that has 
existed over the years. We are finding considerable co-operation on 
the part of the school boards. 


10:50 a.m. 


Mr. Williams: In this equality, in striving for seniog 
positions that you say is applied in theory to date, you can see ig 
as evolving in practice to your satisfaction, can you? Do you feel 
that it is moving forward? 


Miss Thomson: I think it is moving very slowly. At 
present in Ontario, in the elementary system, one out of every four 
men is in a position of added responsibility, and it is one out of 
every 50 women. So if you take it in that proportion, we are 
pleased with the progress but there is a long way to go, because 
research indicates the ability of the women going into teaching 
initially is greater. I accept your comments earlier about why some 
of the women do not want those positions and are not interested, 
and cannot cope with those positions perhaps. But, on the other 
hand, there are a great number of women that could, and when you 
look at those facts, one out of four and one out of 50, it is 
disproportionate. Those are 1980 figures for the last school year. 


Mr. Williams: Ms. Byrne, you mentioned earlier about the 
symbolic gesture that your association made in providing, I think 
you said $100,000 to retired teachers within your association. That 
situation, as far as what you felt to be substandard pensions to 
these retired teachers, I presume would apply equally to men 
teachers in that same age category, would it? And just what were 
the circumstances of that symbolic gesture? What were those retired 
teachers receiving on average by way of pensions that gave you 
cause to make this contribution? 


a 


Mons. Byrnes At) thats’time we were trying 22tos give. them 
$1,000 and I believe the minimum pension at that time was $600 a 
wear. We found quite a few--I am sorry I do not have all the 
feigures just clear now--but it ran into hundreds, if not more than 
a 1,000 of our members who were receiving that $600 and we tried to 

‘give them all at least the $400 to bring them up to $1,000. There 
were any number of others who were somewhere between the $600 and a 
$1,000 and we brought them up to $1,000. 





Mr. Williams: That would have applied to teachers who had 
|retired in what year? 


| Ms. Byrne: Some of them might have retired two or three 
years prior to 1966. Some of them might have been in retirement 10 
/or 20 years. 


Mr. Williams: Since 1966? 
| Ms. Byrne: Yes, that is when we distributed that money. 


| Mr. Williams: I see. So after 1966 the pension 
arrangements with the federation were improved markedly so that 
this type of substandard subsistence did not apply as far as-- 


| Ms. Byrne: No, there is still a minimum pension of $2,400 
from the teachers' superannuation fund and there are still people 
receiving that minimum. 


; Mr. Williams: That is the minimum pension payable yearly 
}tO women who had retired after 1966, is that correct? 


Ms. Byrne: Not all women. After age-- 


| Dr. Henderson: A new minimum was established following 
fenat action onthe part of our-- 


Mr. Williams: What is your minimum today under’ your 
contract arrangements? 


| Ms. Byrne: Twenty-four hundred dollars. 


| Mr. Mackenzie: I was “curious as to the numbers or 
‘percentages of women teachers aS against male teachers in the 
‘system. Do you have that information by any chance? 


| Miss Thomson: You mean the one out. of four and one out of 
150? 


Mr. Mackenzie: Yes. 


: MisSsaiTnonsons: als could oqeteschat for .von.toitocis Oo imwkthe 
iMinistry of Education's statistics that came out last year. 


) Mr. Mackenzie: Do you have any idea of ball-park figures? 
‘I think the one out of four in responsible positions as against the 
‘one out of 50 of men tells the same story. I was really wondering 
how many were we dealing with in total numbers. 


14 


Dr. Henderson: Two to one, about 30,000 women, 15,000 men 
in the elementary public schools. 


Mr. Mackenzie: So in effect there are twice as many women 
teachers as there are men. 


Miss Thomson: Oh yes. 


Mr. Mackenzie: Yet you are in a position where there is 
one out of four of the men in additional responsibilities and one 
out of 50 of the women, which would make that figure, if you looked 
at it that way, even more regressive. 


Miss Thomson: Yes, it does. 


Mr. Mackenzie: It makes me really wonder how valid the 
argument is and how many women teachers you could really say aren't 
interested in holding additional responsibility. I have heard that 
argument many times and I have never been able to accept it as a 
serious argument. Do you see it as a small number or a large number 
that are in that category? 


Dr«« Hendersons=-I «think »it..-iSesdifEicult.,to.. SayezagPar tam 
because, aS I mentioned earlier, the stereotype of teaching has 
been that women have been the teachers and the men have been the 
administrators. That is changing and certainly among many of the 
young people coming into teaching or coming into education now, the 
women have indicated a strong interest in administration. Although 
I think there is a factor there and indeed we, as an organization, 
are not pressing that all women should become administrators--far 
from it--we feel that the women who are interested in the teaching 
function should have every opportunity to pursue that portion of 
the career. 


What we are working strenuously to avoid is that they should 
be eliminated from the possibility of the other, and we can't 
believe that with the calibre of women who go into teaching, and 
this was indicated by the Atkinson study, which was a longitudinal 
study over 20-some years, they were either not capable of the job 
or could not have been interested in the job. That is why we are 
hoping to open up the opportunities. 


Mr. Mackenzie: You gave us the figure of 1.7 per cent? 


Dr. Henderson: Yes, may I correct that please? Really 1.7 
per cent of our members are principals. I should have said that. It 
is closer to about seven per cent of the principals. We have 4a 
little under 3,000 principals in the elementary public schools and 
we have something in the neighbourhood of 200 to 250 women in those 
positions. We are looking really more at about a seven per cent 
figure of principals, which lines in with the one in four men and 
the two per cent makes the one in 50. 


Mr. Mackenzie: The 1.7 per cent then iS an inaccurat™ 
figure. 


Dr. Henderson: The kad is the percentage of our 
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membership. Whereas the men have the 25 per cent number, we have 
1.7 per cent of our membership. 


Mis MaCkenzioey rice -woulds’seem, to ne thats your*case is 

Merectcy solig on that particular point. “I “notice™ your brief, “as 
others have commented, deals with the position of women in the work 
force generally. Is that a commitment of your organization based on 
must the rather horrible situation we have or is it also, if you 
like, a self defence position in that if we can't improve the 
general standards you may be at risk yourself in the future? 
) DreeeuGniOer SOs We think beets. tatner the eatOrmer. 1. Chink 
we feel that as women in the work force, in spite of the points we 
have just made, we are in a relatively good position, looking at 
the position that Ms. Byrne drew of women generally in the work 
force. We are an organization that has a strong organizational 
function. We have existed for over 60 years. We are not poverty 
stricken and we feel that we have a social responsibility to look 
Metter not only ourselves and our own interests but the interests of 
women, most of whom do not have an organization like ours to 
mepresent them. That 1s why we feel a strong social responsibility 
to make a thrust such as this at this time. 


ill a.m. 


| Mr. Williams: May I ask a Supplementary? Could you 
Clarify the point--1.7 per cent of members of your association are 
Principals whereas there are about seven per cent on the whole. I 
‘presume that your association represents about 30,000 women 
‘elementary public school teachers. Does that represent all of the 
women teachers in the public schools, elementary and the others? 





Miss Thomson: All of them. 
! Mr. Williams: All of them without exception. What you are 
not including are the separate school teachers. 
: Dr. Henderson: And the secondary schools. 


h 
Mrs Williams':* 1) >see. You are™ allowing “the principals “in 
the secondary schools as well. 
| Miss Thomson: Their percentages are worse. 

Mr. Mackenzie: Their percentages are worse? 


Miss Thomson: They have fewer women principals in the 
‘secondary schools. 


| Mr. hackenzies) 1, NOLcice VOU sstress. stnat, Dare Of your 
‘approach is affirmative action in bettering the situation. I recall 
during the Ministry of Labour estimates that we finished a few 
‘months ago, one of the previous directors of the women's bureau in 
‘the ministry made the point that contract compliance and equal pay 
were equally vital elements of any fight to improve the position of 
women in the work force, and she had some reservations about 
affirmative action programs in as much as while the "good guys" 
were usually willing to listen to you on an affirmative action 


: 
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program there wasn't a lot of evidence in many occupations that it 
was working that effectively otherwise. 


Dr. Henderson: I think that is true. However,.. as 1 .saig@ 
earlier, we do recognize society is in a period of transition. We 
don't expect to build Rome in a day and we don't expect the social 
trends to change immediately. But we do expect, with the input of 
the kind of pressures we hope to exert and which the status of 
women council in Ontario puts and so on, that many of the things 
that had been regarded as acceptable will be seen as being totally 
unfair and inequitable. And through our affirmative action 
programs, we recognize that ultimately legislation sometimes has to 
be enacted in order to get the kind of compliance you are referring 
to. In the meantime, we are working on the other and hoping that it 
will have the desired effect. 


Mr. Mackenzie: In dealing with the rather poor position 
that a number of older women find themselves in currently, we had a 
second recommendation that wasn't referred to by my colleague in 
the interim report of this particular committee. That was known as 
recommendation number two. It said, "Until changes can be made to 
increase the GIS, it is recommended the government of Ontario 
should increase without delay the payment of guaranteed annual 
income system to bring single persons up to the adequacy level of 
available income recommended for the year in which the increase is 
made." 


In other words, it was a recommendation, carried by the 
committee majority fortunately, although there were some dissents, 
that simply said there needs to be immediate action to increase the 
Gains payment for people who are in a rather desperate category, 
which some of us see evidence of in our constitutency offices. 


The problem with that is that if there wasn't agreement 
immediately with the federal government, it would be an additional 
burden on the Treasury of Ontario. But it certainly was a position 
a majority of the committee did take. What would your committee's 
reaction be to that, until such time as we can get the mechanisms 
into place to more adequately compensate people? 


Ms. Byrne: I am sure we would be glad of any improvement. 
Even though it doesn't answer the problems over the long haul, 
anything like that is at least a step in the right direction. But 
we would like to see the adoption of some principles behind how you 
will set these Gains amounts, as we suggest in our brief, rather 
than constantly doing it on an ad hoc basis. 


Mr. Mackenzie: I don't think there is any question tham 
is hopefully the purpose--with as much influence as we have--of 
this committee, to look at the long haul and the total question of 
adequacy. What we were faced with was an immediate position, and I 
readily admit it is sort of a Band-Aid measure once again, but one 
that obviously created some controversy in the committee. 


Dr. Henderson: A phrase was used earlier that I think 
focuses or pinpoints all we have been talking about; that is that 
women are much more likely to find themselves old, alone and poor. 
In view of what we think of as the trends or the demographic 
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Curves, we know we have a large ageing population, and will have 
for a number of years to come. It is our concern that, unless 
planning is done at this stage, not only for the people who are 
experiencing this now, it is going to to be a growing problem 
unless some kind of actions such as those that have been proposed 
are effected. 


Mr. Mackenzie: I suggest that the very demographics you 
are referring to would put most legislators in the position where 
mrey, COoulLG pot. "do anything but act on them if you keep “up “your 
activities and get a hell of a lot more involved than you are. 


Mee Chairman: Any further questions? I wonder «if I. could 
ask one guestion before you leave, and that is, would you comment 
on the investment policy of the teachers’ superannuation fund? I do 
not know whether you have given any consideration to this or not, 
but maybe I could preface that question with a quotation from our 
interim report, just to put the matter in perspective. 


I am reading now from page 18 of our report: "Concern has 
been expressed that the public service superannuation fund and the 


'teachers' superannuation fund are restricted in their investments 
to long-term, nonmarketable provincial debt. It has been stated 


that because of this the imputed interest rate is lower than for 
other funds and therefore employer contributions appear to be 
larger than for other plans. The Ontario municipal employment 
retirement system (OMERS) formerly invested in the same way. 
However, in recent years it has begun to invest in marketable 
securities subject only to the restrictions of private sector 


| plans. The result has been a higher return on the fund in most 


years. Critics have suggested that consideration should be given to 
changing the investment policy of the PSSF and the TSF to that of 


| OMERS." 


The committee reserved any recommendations in regard to that, 


and I am wondering if you have given consideration to that subject 


of investment policy, and if you have, if you could help us at this 
time. 


Dr. Henderson: Yes, we have. Our organization has, as has 


|the Ontario Teachers' Federation, which is, at the present time, in 


discussions with the ministry on this very matter. I may say that, 


-at this point, the matter is undecided on both sides. What they are 
doing is investigating the pros and cons, both from the government 
'side and from the teachers' side. Our organization itself feels it 


prefers the present situation to the diversification of funds 
Similar to that instituted in OMERS. There are a number of ways in 


which the teachers' superannuation fund differs from OMERS, and, 


therefore, looking at financial diversification and so on is quite 


|} a different matter. 


However, as I say, at this point the matter is still under 


discussion and I expect that the Ontario Teachers' Federation and 
the government are trying to look at the advantages to both at this 
time, because I think there are advantages to both. One of the 


government advantages I see is that having those superannuation 
funds at their disposal probably provides an opportunity for a 
better credit rating on the market than if those funds were 
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withdrawn. On the other. side, I think the. teachers obtain am 
advantage from the sponsorship of the plan by the government. So I 
think both have gained from the present situation, and what they 
are looking at is to see whether there are gains on both sides for 
the other. 


eS 


Mr .<Chairman:-.1if. I. reads you CObEbeCtLY sry Woe tre youn foam 
saying is that there are exploratory talks going on at the moment, 
but you are not in a position to make any definitive statement. Am 
te GOLrEecuer 


Dr. Henderson: Yes, as it pertains to all the teachers in 
Ontario. 


Mr. Chairman: Any further questions? If not, then thank 
you very much, ladies. You have been most helpful to the committee. 


Dr. Henderson: Thank you for listening to us. 


Mr. Chairman: The next person appearing is Mr. Don Scott, 
president of the Ontario Teachers' Retirement Village. I gather, 
Mr. Scott, you have come in from Chelmsford, have you? 


Mr. Scott: Yes, I have, Mr. Chairman. 
Mr. Chairman: How has your weather been? 


Mr.. Scott: Poor, very cold, and .for..a®* jwhile , LL. did. Tae 
think I would make it. But I am happy I did make it and I hope am 
Can share a few things with you and your committee. I am pleased to 
have this opportunity to be here with you this morning. 


Mr. Chairman: We are delighted you are here, and if you 
would care to sit down, we are in your hands. 


Mr. Scott: Thank you very much. 


Mr. Williams: Mr. Scott, do you have any supporting paper 
that we could have available to us? 


Mr. Scott: Yes. Your secretary asked me to provide 30 
copies and I have them here. If you want to get them now, I could 
give them out, or I could make my presentation, which is a brief. 


Mr. Williams: It would .be helpful if we did have. them 
while you were going through, so we can make notations on any point 
we might want to ask you. 


Mr. Scott: All right. There are three pages. I apologizm™ 
for a couple of typing errors. I did not get to proofread it until 
this morning. There are a couple of spelling errors which, if 1) 
were marking it, would, of course, be penalized. | 

Mr. Chairman: I don't think the committee is going to be: 
overly critical, because I doubt whether we are in a position to be 
so. We may not even recognize the spelling errors. ) 
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Mr. Scott: I am sure you will when you see them. They 
jump right out at you. Should I just proceed or would you like to 
wait until you get copies of the statement? 


Mr. Chairman: Yes, please. 


Mr. scott: My hopeMis®-thatlafttér “alcbrirefe statement “of! the 
general presentation, the committee will respond with questions 
pney feel are’ pertinent to the preséntatiion. Ido not want to try 
to anticipate your interest or concerns by answering all the 
mescions:e1, *wight’*anticipates?sI® want ‘toi rmake fit! age brief bas 
possible and then entertain your questions. 


Fincte rote alll, PMr.i PChaitrmane Sandtitimembersa voft tithereselect 
committee, I represent the Ontario Teachers' Retirement Village 
(Kitchener) COLrpOreaci On. This is a nonprofit corporation, 
incorporated under the laws of Ontario in 1978. It consists of 600 
teachers throughout the province, who teach everything from 
kindergarten right through to graduate schools in universities. 


About 50 per cent of our members are superannuated teachers. So it 


represents a very good cross-section, in every respect, of the 
teachers of Ontario. 


As an enterprise, our concept has been endorsed by the 
Ontario Teachers' Federation board of governors, by the Ontario 
Secondary School Teachers' Federation provincial council, by the 
Ontario Public School Men Teachers' Federation, by the Ontario 
English Catholic Teachers' Association and by the L'Association des 
enseignants franco-ontariens. 


My presentation, which I will read to you if you do not mind, 
ms as follows. I speak to you as the ‘president of the Ontario 
Teachers Retirement Village (Kitchener) Corporation, and as a 
teacher with a special interest in pensions. I was a commissioner 


on the Ontario Teachers' Superannuation Commission for five years 
from 1971 to 1976 and so have some practical experience to draw 
-upon. 


First, I want to emphasize that my concern with pensions is 


'based upon my concern with retired people. I am sure, as members of 


the Legislature, that is your concern too. I only make that point 
because there are, of course, actuarial considerations in pensions, 


psychological considerations in pensions and social considerations 
in pensions, but my consideration is the person who gets the 
pension. I feel that one's retirement years, and I am sure I share 


this with you, should be a time of fulfilment. They should be years 
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of independence, activity and security, not years of dependency, or 
a sense of being dependent, nor of idleness, nor of worry. 


My interest in and concern for people has led me to conclude 


/that to too great a degree, our society has thought in terms of 


money pension to retirees to the neglect of other approaches which, 


I submit, can be more dependable, more involving, more liberating 
and more fulfilling. Money-based pensions that attempt by one 
device or another to chase inflation only contribute to inflation 


and leave the pensioner always one step behind security and 


|sufficiency. 
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I have an alternative suggestion, but first I would like to 
place my suggestion in an historical perspective. As a commissioner 
on the Ontario Teachers' Superannuation Commission, I travelled 
thousands of miles and met hundreds of retired teachers. In this 
process a composite picture emerged to me of the superannuated | 
teacher of Ontario. I think it can be substantiated from the 
statistics, as I have done from time to time. ; 


He retired at age 63 with up to 40 years' experience. At 63 
he was active, socially involved, reasonably secure economically 
and married. Upon retirement he stayed in his own home for 12 to 15 
years. At age 78 he and his wife decided to take an apartment. It 
was on the tenth floor of a glass and terrazzo building on the 
Suburban periphery. Neighbours were hard to get to know and his old 
friends and places of recreation were several miles away. He drove 
very little. 





When he was 82 his spouse died and he moved to a retirement 
lodge, variously called Silver Threads, the Golden Plough, Pioneer 
Manor or whatever. It was another five miles from his old haunts. 
He signed over his pension cheques and old age security cheques and 
received an allowance for personal spending. In his three years 
there, he never got around to visit, nor was he visited by, any of 
his surviving colleagues. They became rather hazy memories only. At 
87, he fell and broke his hip. Although he had become used to his 
room in the retirement lodge, and that is the next best thing to 
liking it, he was taken from the hospital to a nursing home. There 
he lay in bed a lot and was dead one morning when the nurse came to 
call him. 


Like the tragic hero of classic literature, and I have seen 
this happen with superannuated teachers, he had undergone a gradual 
process of isolation based upon health, based upon finances, based 
upon isolation geographically. When he made his series of moves 
from home to apartment to lodge to nursing home, he lost his links 
with his past. His pension money increased, that is true, but so 
did the money costs of shelter. With each move came new limits to 
life and more and more severe trauma. This picture may seem bleak 
and I do not want to emphasize the tragedy, but I do want to 
emphasize the truth of the picture as it became evident to me. 


As I travelled and met the people whose composite picture 
emerged above, I searched my mind for alternatives. An important 
alternative came one Saturday in a little village south of Owen 
Sound. That morning I had participated in a teachers' retirement 
workshop near Chatham. I left at noon hour to drive to Tobermory to 
catch the Chi-Chi-Maun north. On the way I intended to visit a 
79-year-old superannuated teacher whose name and address I had from 
Our superannuation files. 


When I arrived, I was saddened to see she was having an 
auction sale. I introduced myself to her and she was delighted with 
my visit. I asked her what she was planning to do. This is what she 
was planning to do, shocking as it may seem. She said she was 
moving to Detroit. I said, "My God, why would anyone in perfect 
health and in the blossom of youth, let alone a 79-year-old 
pensioner, want to move to Detroit?" 
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Mr. Williams: You had better not let the Detroit chamber 
of commerce get this brief. 


Mrnelocoutsal. wii) be. cnisthentroehi tllist. 


She told me that when she retired 15 years before, two of her 
girl-friends who had gone to teachers' college with her--it is a 
Characteristic I have seen and I am moved by it that they always 
remain girls, even to 79-year old superannuated teachers--had moved 
to Detroit because the rents were cheaper there. "They have been 
after me to join them, and I have decided to 90.7 °WnGneszbat prist 
|retired, everyone in the village knew me and now no one knows who I 
am." These were her words to me. 


As I motored away, I thought of the sadness of the situation, 
and slowly a plan began to form, based upon a number of other 
elements of input--a village where someone would always know "who I 
am," a cluster of homes with a heart in the core of an alive and 
vibrant community; bungalows, townhouses, apartments, a lodge and a 
nursing home; shopping, church, medical, recreational and social 
facilities all a short garden path walk away. 


| The early retiree moves to the townhouse. It has three 
bedrooms. It has a car park. It has a private garden at the back. 
He bowls. He swims. He putters in his garden. When he decides to 
give up the townhouse, he moves across the street to the apartment 
building and all his recreational pursuits are not only at hand, 
they are even closer. When his wife dies, he takes his meals in the 
dining room and, when he needs nursing care, he just moves down the 
elevator and along the hall. 


On that point, I would like to make reference to a retirement 
lodge in the Kitchener area which had eight guests who needed 
nursing home care and the lodge was not set up to provide this 
\Care. They did not like to ship them out to get the care because 
‘under the provisions of that lodge built with Canada Mortgage and 
‘Housing Corporation financing, ify they. were ont of, Aibhedr 
accommodation for 30 days, they lost their right to accommodation, 
and the people knew that. 


They did not want to go. But these eight people, one Saturday 
Morning, ambulances arrived; they were loaded in ambulances and 
they were carted off to a variety of nursing homes in the area. 
‘That was on a Saturday afternoon and this is a fact. On Monday, 
‘four of those eight people were dead and a contributing factor had 
‘to be the trauma of the move at their advanced age and in their 
condition of health. 


Tooyvthesrextentiahepawants ito,.heStinvolves’ehimselicsin «the 
‘community at large, but when he chooses, he is back in his village 
Hwith his buddies and his activities, with familiar faces and shared 
‘memories and a sense of belonging. 


For nearly four years now, I and several fellow teachers have 
struggled to create our village in Kitchener. We have encountered 
great problems, based principally upon lack of money. However, we 
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are making great progress based upon people like Dr. and Mrs. 
Gerald Cosgrave, Henry Gossen, Margaret Davey, Anna Miller, Ken 
Parsons, Finlay MacDonald and many more, most of whom are 
superannuated teachers, except for Mr. Gossen. 


However, progress would be better if the retirement savings 
of working people could be converted into brick and mortar 
accommodation that would lead to fulfilment in retirement, not to 
isolation. This is where I look at the teachers' superannuation 
fund in terms of being a source of money to finance accommodation 
which would pay interest on the borrowings in excess of the 
interest currently received, but would be less than the interest in 
the marketplace. 


Such accommodation would not only yield a fair return on 
investment, better even than the return currently received, but it 
would, when fully paid, reduce the need for money pension increases 
which are only slurped up by money inflation processes, because 
once the village is totally owned by a nonprofit corporation, then 
the question of how much rent the person could pay would be 
elementary, would be nonexistent as far as I am concerned. There 
would be some, of course, always able to pay and others less able 
to pay, but provision could be made for the person whose income, in 
terms of money, deteriorates, but whose need for social, 
recreational and other reinforcement continues to exist. 


Robert Frost wrote that, "Home is the place where, when you 
go there, they have to take you in." Such villages would be that 
home, no matter whether they had to move across the street or down 
the hall. It is still the home. But, as another character in the 
Same poem said, "I should have thought it was something you somehow 
hadn't to deserve." 


That is to say, when a hired man comes home to die, it should 
indeed be to his home and he should indeed not have to justify his 
expectation of being received there with love, rather than being 
received by the superintendent who tells them that the rents will 
be due on the fifteenth and there will be annual increases, et 
cetera. 


That is the background to my interest in pensions and I would 
certainly like to respond to any questions you may have about the 
concept and the ideas. 


Mr. Williams: Mr. Scott, your concept in your proposal is 
an interesting one. It is not a new one, but it is new in the sense 
that not too many people have had the initiative you have had to 
implement the concept and make it a living reality. I was wondering 
whether you have ever visited the--I believe it is Leisure 
Village--south of Los Angeles which is a huge residential complex 
that has been developed solely for retired people. Have you had an 
opportunity-- 


Mr. Scott: No, I have visited about 15 to 20 retirement 
facilities in the province in various places. Some have one element 
of the village, some have another, but never any place outside of 
Ontario. 
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MreaWilitane.ssLet ‘Me Dyust.ttell’syou SaSOlbittle . bit. abont 
mizseand ‘one -of the ‘surprises I got from visiting it.. This was a 
few years ago and I guess it was in phase three or four at that 


|time, it is such an immense project. As I say, it was a totally 


planned residential community of single-family homes, townhouses 
and exclusively for people of age, I believe, over 60. They had a 
central shopping area, they had workshops, they had recreational 
facilities, everything you want. Nothing was lacking. It seemed 


| like Shangri-La, really, when you went in there. 


PevucCOMooy alae Loenot wget. the. Cota sstinanclal. COgte.or 
acquiring accommodation there. I presume it was comparable to what 
was on the market anywhere in that area at that time. We talked to 


lm lot of the people there and I think, by and large, it certainly 
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is a huge step forward in this social concern that you express as 
to better utilize one's retired years in a positive, constructive 
and busy fashion to avoid this whole problem of isolation. There is 
no question about it. 


The surprise we got was that there was not total acceptance 
of the situation from some of the people who were there. What we 
found was that in talking to some of the people, that some were in 
the process of moving away. It was on the basis that they did feel 


mesOlated, that it was sort of a social ghetto, if you can believe 
it, in the sense that they were all, as one person put it to us, 
Old people looking at old people growing old. 


There was no presence of younger people, of children or 


‘whatever, and they felt a real sense of aging simply because they 


were in this clinical environment, if I can use that term, only 
because there was just that one sector of society living there 
exclusively. That was the ghettoization that they were talking 
about. We were quite surprised to find some people actually felt 
unhappy living in what was otherwise a very idealistic social 


motting. 


£1:30 a.m. 


Mr. Scott: We have not visited such places but, certainly 
in terms of the literature we have read, and we have had access to 
a great amount of literature, it became important in our planning 
moo make-'-sure= that~%this- was not a-"*ghetto. “In ‘other ‘words, 
architecturally the village had to have an element of distinction 
so that a member would always feel when he got there that he was 
mome. But it could not be sufficiently in contrast to the rest of 
the environment, the community around him that it was marked off in 
any psychological sense. 


The other point was that we approached the Kitchener library 
board and they agreed they would be very interested in locating a 
branch library in the building which would be open to the whole 
community. If you were living in the Belmont Avenue area of 


‘Kitchener and you belonged to the Kitchener Public Library you 
would go to and from that library to get your books. 


We also have a health, social and recreational chairman who 
has been talking with the people in the city about a child-care 
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centre, a child-care centre staffed by professional people, of 
course, and qualifying under all the day nursery acts and so on 
that exist but with volunteers from the retired community to 
receive and more or less host the children of the working parents, 
who at seven or eight o'clock bundle them up and drop them off. 


To have a volunteer greeting such a child does something for 
the child. Actually, so many children grow up without ever seeing 
grey hair because grandpa and grandma now no longer live in the 
house. They live somewhere else, often a long way away. 


Also, in the commercial area, we have investigated and 
encolragedryparticipation. of... a,~fast .foods,,. outlet, such as 
McDonald's. A lot of people in the nutrition area will immediately 
get all excited about this. We discovered that a great number of 
retired people go to McDonald's, partly because the coffee is free 
and partly because they get 10 per cent off on hamburgers, the Big 
Macs. Also, it is because older people are people watchers and they 
do enjoy seeing the harried mother and father coming in with the 
three kids on a Saturday morning to get them an Egg McMuffin. 


We want such a fast food outlet, not just for the convenience 
of the guests but to involve the community as well. There is a 
village in the east end of Toronto that has a recreation areg 
facing the street and young people in the area are encouraged to 
walk in off the street and play pool against the residents of the 
village. 


The day I was there, a couple of old-timers had been taken to 
the cleaners by a couple of young sharpies from grade 10. I guess 
they should have been in school, but it was an involving dynamic. 


I do not know the size of the complex you visited. Our site 
is seven acres. There are 54 townhouses and there are 228 
apartments envisaged. 


Mr. Williams: I think this was 300 or 400 acres, or 700. 


Mr. Scott: From our research, this kind of thing woulg@ 
not be looked upon with favour at all. Also, we want to be in the 
core of the city and Belmont Avenue, where we have our site in 
Kitchener, is--you can just stand in the front and see the core of 
the city, the Canada Trust tower and so on just a mile away. The 
ability of the individual to feel he is continuing to mingle with 
society is there. Also, there is the very important quality he must 
possess, which is the feeling that when he wants to move himself 
out of this hurly-burly, he can do it easily. 


Mr>2) Wi-Lianse + ‘Téac-thinked ing ‘that aetvtuation sic Swas Se 
controlled. That is what I am trying to say. At least, that is the 
feeling that came out. For instance, the people who lived there 
could only invite their children to come to stay there for 4a 
maximum period of time, and bring their children. They could come 
for maybe a two-week period maximum. They would not be allowed to 
remain longer than that. In a sense, they were isolating themselves 
from the total community. 


aa 


I think what you are commenting on is a much better situation 
where they are more open to the community as a whole, such as 
having the library and things of that nature. 


Coming back to the pension aspect pe this social 
problem--sorry, I interrupted you; you were about to-- 


Mrs PcOct.. F was) Just -going - to” iSsay- “that —our *‘cownhouses 
have three bedrooms with the obvious thing in mind that families 
are entitled to visit parents when they are retired and do so as 
conveniently and comfortably as possible. There are two-bedroom 
apartments. Then, for people who may be in the lodge, we have in 
Our commercial site plan a provision for a motel which would be 
linked to the complex, a McDonald's fast-food outlet and so on. It 
‘would be architecturally part and parcel of the village. So in a 
sense when a person was in the lodge and could not put his son and 
daughter-in-law up in his room, they would just be across the 
causeway and in the motel unit as if they had never left the 
village. So that opportunity for visiting would continue. 


Also, of course, there would be no element of regulation in 
terms of who may visit whom for how long. Each apartment is an 
apartment, period. Each townhouse is a townhouse, period. You move 
in there and that is your townhouse. If you want to bring your 
family in there for the whole year, that is your business. 


| Mr. Williams: That is more flexible and it would be more 
desirable socially. 

/ There is one last question. I guess it really comes to the 
heart of your proposal, which is, as I say, an interesting one and 
a positive one. But the concept and the implementation of it are 
two different things as far as utilizing retirement savings. 

In looking at that second paragraph on your last page, what 
are the mechanics you see being put into place to implement that 
concept of retirement Savings? Would it be up to the individuals to 
[gome together, such as your people have, to direct a percentage of 
[their retirement savings towards this type of project? Surely you 
lare not suggesting that it would be an optional thing, that someone 
who is in a pension program prior to retirement could redirect 
their funds? Or are you suggesting that? 


| Mewroeocovuon No. aWhatoml «tama tookingigawis. athesisteachers* 
‘Superannuation fund at the present moment, relating to the 
Presentation made by the women public school teachers here this 
morning and the discussion with the chairman about other 
investment, under improved investments, of course, is provision for 
a percentage to go to mortgages. I could see a mortgage bond being 
lissued by, say, Montreal Trust, to the teachers' superannuation 
fund EOr;4SaVy7o oLY million *atrlé percent’ orL5' per’ ‘cent’.or ‘whatever 
Was the competitive rate according to the marketplace, but 
certainly as good as or better than the return that we presently 
enjoy on our investments. This mortgage money would be loaned in 
the marketplace with a social encouragement element to it. 


Just how that social encouragement would take place would 
Ihave to be worked out, but I could see Montreal Trust being given 
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the option to issue such a mortgage bond and acquire $15 million 
and then loan .$10 million of it./to .an organization «such as, sume 
Ontario Teachers' Retirement Village to build a complex, say, in 
Peterborough at whatever the percentage was. They would not have 
access to that money if they were not prepared to see that it was 
social housing. 


I know most insurance companies now have a social housing 
aspect to their investment portfolio where they do build housing, 
especially in the United States where they will put a certain 
amount of life insurance money aside to build social housing. The 
housing need is met and the costs are kept reasonably under 
control. The security is pretty well there for the money and the 
return to the fund is also there. 


What the mechanics would be would have to be worked out with 
the Ontario Teachers' Federation in co-operation with the 
Superannuation commission. Of course, it would require amending the 
legislation to permit moneys being diverted from government 
securities to other investments in keeping with the guidelines 
established for such investment. 


Mr. Cureatz: This hits on one of my main questions, so 
following along that, have you approached them on a practical basis 
on how that could be worked out? 


Mr. Seouts: Have I approached the superannuation 
commission? 


Mr. Cureatz: Yes. 
11:40 a.m. 


Mr. Scott: No, because we have not got far enough along 
to other than just chat with the present commissioners. I shared 
the idea, in fact I had the opportunity last August to go back to 
the commission and present a report on our progress. They were very 
interested and of course they shared sympathetically with my view 
that if money were a little bit easier our challenges would be a 
little less great. But nothing formal, because it only has to be 
kind of an exchange of viewpoints until there is a consensus on the 
Side of the teachers--you heard of the dichotomy of views this 
morning--and consensus in terms of the provincial government and 
their attitudes towards the fund. Once that is done then we would 
have more specific talks. 


Mr. Cureatz: Might I say, I enjoyed your. presentation 
very much and as members of the committee from time to time we have 
long dissertations. We enjoyed the little story because it brings 
to all of us I think the practical nature of what the pensioners 
are up against from time to time. I think it is worthwhile to keep 
that kind of brief in mind if you are ever presenting it again, 
because it is very down to earth. 


You mentioned there are townhomes and apartments. Are they 
actually purchased by the pensioners? 


| 

| a7 
| Mr. “SCOLt:. NO “they” are rented.**-AlT”’ the "racilitres would 
|be rented. 


Meee Cleats. so tiey ale alt= -owned opy the: MOnproric 
corporation. 


Mr. SCOUts They are all owned by the nonprofit 
corporation and would all be rented. We have provision being made 
mn our cash flow proposals. We are in discussion with OSC and 
-others--this is a very complex thing, we find out--to have a small 
_percentage of rental cash flow put into a fund which could be used 
from time to time by the nonprofit corporation to buy the MURB 
‘units that the teachers are being invited to participate in. So 
over a period of 50 years, the Ontario Teachers' Retirement Village 
meorporation would own the village outright. It is at that point I 
suggest we could be much more social in our rental policies. Right 
now we are prepared to rent to anybody who has honest rental 
dollars to pay because we do have to meet the challenge of money 
borrowed in the marketplace. 


Mr. Cureatz> SO “you are "not restricting “those you “are 
meenting to. It is not just teachers. 


| Mr. Scott: No, right now the townhouses dare built and are 
‘rented to the community at large. The apartment building the 
foundation is in--we had to meet Mr. MacEachen's deadline of 
Wecember 31 and it kind of threw us into a flap in the middle of 
|November--we would probably designate say the second floor of the 
‘apartment towers for superannuated teachers and the rest to the 
community at large as rental accommodation. 


As the number of teachers interested and willing to 
participate make application for an apartment, fine, we move to the 
second floor and the third floor, one by one. As town houses become 
meecanit, if there is’ a retired teacher applicant. or there is “a 
teacher say within three years of retirement in the Kitchener area 
and he wants to sell his house and move into a townhouse, he would 
jhave a priority on the rental. But he would pay the same rent 
because of our cash flow requirements. 


Mr. Cureatz: How many townhouse units are there? 
Mr. Scott: There are 54. 

Mr. Cureatz: And the proposed apartments? 

Mr. Scott: There will be 228 apartments. 


| Mre Brande: ~ Mr. Chairman, I -find (Mr.  “Scott‘:s “comments 
very interesting, because a few years ago when I served as mayor of 
) Sarnia, that great community to the west of us, we were planning on 
a senior citizens' apartment building of about 100 units. I can 

recall the conventional thinking of the planners at that particular 
) time was to isolate these kinds of buildings way out in the pasture 

land some far distance removed from the core of the area where the 
activities were. 


Frankly, we went against the recommendations of the planners 
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at that particular time and we constructed the building virtually 
in the heart of the core area, the ‘centre part “of the city, in ae 
area: that was relatively noisy, close to a highway, close to @q 
shopping centre, close to a fast-food restaurant, which you 
mentioned in your brief. It became the most popular building of all 
the buildings we had that served the seniors' community. 


I think there is a great deal to be said for keeping senior 
people or retirees involved in the community in a real sense and 
not isolating them or moving them out. This is just an observation 
I wanted to make. 


I had a few questions in connection with the type of 
development that you are proposing and the kind of thing that you 
are obviously in support of. I wondered if at this particular time 
your development is self-sufficient. Are you able to balance the 
books at the end of a given year with what you have in Kitchener? 


Mr. Scott: Yes. We embarked upon the project with, as I 
say, between 500 and 600 participating teachers buying a $5 share 
in a nonprofit corporation. The development so far, _the = 
townhouses, has been built and is being operated by the developer, 
Harold Freure. We have not been able to arrange the financing to 
take this over in terms of us having title to it. But under tim 
MURB program, we have been negotiating with OSC to have an offering 
to teachers which will acquire for us the existing 54 units for 
$1.8 million and the new apartment complex which the foundation is 
in, for $9 million, and land and so on; all this coming to $13.38 
million. 


Mr. Freure has been most supportive because he recognizes 
that as a real estate development all by itself in the location it 
is in--one mile from the core of Kitchener, surrounded by a nice 
residential area--it is economic good sense. He has been working 
with us to help us acquire title to it as we get our financing. Our 
financing will be through a MURB offering to teachers. It will be 
limited to teachers, because if we made it a public offering we 
would have certain obligations in terms of marketing only through 
brokers. That would cost us $600,000 in fees. 


We are offering a private offering to teachers only because, 
first, we want psychologically the teachers of Ontario, every time 
they go near the village, to say, "Hey, that belongs to me," and, 
second, to make the residents of the village feel that for a 
landlord they have several thousand socially conscious teachers, 
rather than some company whose very nature is to make money and to 
respond to the pressures of the marketplace when they can by 
raising rents. 


The townhouses are built and rented. We are all set, if our 
MURB offering is successful--and it is in the mill now--as soon as 
we acquire the necessary response to that, we pay over from that 
offering to the developer and we take possession of the site and 
the buildings and continue what we talked about. 


Mr. Brandt: I would ‘not’ "suggest ‘that “‘a “teachers 
Organization would not be the appropriate vehicle to handle the 
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Management and financing of a development of this kind, but there 
are other organizations, such as churches, service clubs, labour 
organizations, that have become in the past involved in similar 
kinds of developments. Had you considered at any time not 
necessarily making it an exclusive teachers' village-- 


Mratocott.:: On pryes. 


Mrs aSrandt: --and perhaps having one of these other 
organizations, such as the ones that I have mentioned, as the 


operating authority? They are nonprofit or set up in such a way 


that they can take advantage of certain incentives that are offered 
by government and this kind of thing. I just wondered if you had 


investigated that. 


Mr. Scott: Not investigated in the sense of some other 
Charitable organization replacing our own, but one of the very 
important bylaws of our organization is that accommodation is open 
moaeany retiree from any walk of life. If he is retired, he is 
welcome to the village. The only reason we focused on teachers is 
that we have links with other teachers through our federations. It 
makes it mechanically easier for us to get things done. We also 
find that teachers are prepared to meet on Saturdays and Sundays 
where some other groups are not quite that willing, because they 
are our work days when it comes to things like this. The teachers' 
involvement is the sponsoring, the investigation and the promotion 
and so on. The complex is for retired people across the board. 


L350" am. 


Mr. Brandt: I have one final question in connection with 
the linkage between the work of this committee and what you are 
attempting to recommend to us. I know that you did touch on that 
earlier in response to another question but specifically, if this 
committee were to undertake to implement your recommendations, 
could you be a little more clear, at least for my benefit, on what 
you would like to see us do? 


MreiuScoté<2o "“Iniwould’ ‘like 24to% ‘see -fary percentage of), 'the 
teachers' superannuation fund cash flow--Mr. Wells, when he was 
Minister of Education about three years ago, suggested that perhaps 
memeeper cent 4 of ©“the “cash flow smight *be diverted to ‘other 
investments, away from government securities. If 15 per cent of the 
cash flow were to be so diverted, I would encourage the committee 
to recommend when legislation is being prepared that a portion of 
that cash flow be designed in such a way that social mortgage 


considerations as well as commercial are anticipated and responded 


tO. 


For example, Montreal Trust would probably be very happy to 
Met.taccess to 15 per cent of the cash flow of the teachers' 
Superannuation fund, and they would probably be able to do very 
well with that in the marketplace in terms of the various 
endeavours they are engaged in. However, some special emphasis for 
a portion of that money being on social housing rather than just on 
Commercial--the completely commercially viable housing. I don't 


'knock commercial housing but I do feel that often the social 
-housing in the marketplace has to compete in a rather challenging 
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way and we found that we have to compete in the marketplace for our 
mortgage money here. 


Mr. Mackenzie: To put the comment in line with some og 
the remarks Mr. Williams was making, a reservation I would have 
would be if such a project were too large. I am wondering if one of 
the secrets is not in the size of it and that it is integrated 
fairly well with the community. 


Mr. Scott: Yes, that is why we have looked at seven acres 
in Kitchener. We have also had serious inquiries from Peterborough 
and Thunder Bay. Any site we have looked at has always been in 
terms of seven. to 10 acres, but it has to be in, the core of thm 
community. We don't want any situation where a person has to get on 
a suburban bus and drive maybe four or five miles out of 
circulation. He has to be able to go out of his front door, putteg 
off down the road a bit, and find himself in the hurly-burly when 
he wants it. 


Mr. Mackenzie: You may have commented on this, I am not 
sure. What seems to be the reaction of the various teachers' groups 
to using a percentage of their funds for such a project? Would you 
find them sympathetic to it. Do you have any feeling for that? Have 
there been any discussions? 


Mr ce aeocoat. I presented the general concept to ever® 
affiliate. As I mentioned, the board of governors of the OT@® 
endorsed the concept by a vote of about 42 to eight. I presented it 
to the OSSTF and they supported it almost unanimously. The Ontario 
Public School Men Teachers' Federation has been very supportive as. 
have AEFO, l1'Association des enseignants franco-ontariens, and the 
Ontario English Catholic Teachers' Association. 


For some reason I have never been able to plumb, although 
most of our superannuated members are women public school teachers, 
the Federation of Women Teachers of Ontario has not endorsed the 
concept. But, as you heard today, there is a consideration about 
investment and money and so on. So, we have four of the affiliates 
and the OTF endorsation. In my presentation to them, I outlined the 
social concept and the hope that ultimately a portion of the cash 
flow would be available for mortgages, although we are going 
ahead--we are going ahead, obviously, without that, but if we could 
get it, it would grease the ways a little bit. 


Mr. Mackenzie: Was there any reason for, and was the 15 
per cent a hard figure you were using in terms of recommendations 
for-- 


Mr. Scott: I would have said more had I been the minister 
at the time, but Mr. Wells did advance in the paper, and I did not 
bring the clipping down with me, that he was thinking that maybe 15 
per cent could be made available on a kind of an experimental 
basis. It is a sizeable cash flow, as you are aware, and to have 
all of it suddenly flood into the marketplace would create ripples. 


Mr. Van Horne: Just to refresh my memory, have not the 
men and women teachers been separate organizations from the 
beginning of time here in Ontario? 
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PEs oCULC a ys, Hemocry Of =the “history) 1s .that~ they “have 
been and that there has been a very careful intention on the part 
of the women, especially, to maintain their identity. 


Mr. Van Horne: So you should not be surprised that they 
would not endorse your program. 


Mr. Scott: No, I am never surprised about it very much 
because I do realize that each group has a background of philosophy 
and history that directs them. 


Mr. Van Horne: Yet there has been a move--and the ladies 
are in the background here so I am sure they will speak up if I am 
wrong--there has been a move to bring the two together. There have 
been moves, more than one, the most recent one within the last 
three or four years. 


Mr. Scott: Yes, and that is between the two affiliates. I 
Bhink the men public school teachers-- Just as an onlooker, I 
meiong to a fully integrated affiliate, the OSSTF, the Ontario 
‘Secondary School Teachers' Federation. I understand that the 
pressure to create a single public school teachers' federation is 
‘Mainly from OPS, but that is just my own observation looking on. 
_ ladies will be able to advise me better on that. 


| Mase Wilrrance cust’ “following valong =.on ” that point, ‘Mr. 
‘Chairman, To vane ust “wondering in View, of the tact. that. the 
‘representatives from the FWTAO are still here, whether they would 
mant to share with us their thinking at this point in time with 
‘regard to this matter and give us the benefit of their reasoning 
‘for taking the positions they do. It might be of some assistance to 
us. On the other hand they may wish not to get involved. 


Dr. Henderson: Mr. Chairman, I appreciate the opportunity 
mr 6eCNnter.vUointolssthis discussion.” Our “point ‘of “view-and our 
‘intentions, I think, can really only be represented by us and I do 
appreciate this-opportunrty to” inject our point ofr view—into ithis 
‘Presentation. The position, and I softened this considerably when 
ithe question was asked of us earlier because as Mr. Scott 
lindicated, most of the affiliates--all of the affiliates except 
iours--have gone along with the idea, generally speaking, of the 
diversification of funds. We have been very strong in our viewpoint 
and it has not been-- 
| Let me backtrack and say I softened it because the position 
having been taken by the Ontario Teachers' Federation, I feel that 
mas the Ontario Teachers’ Federation point of view, so I did not 
want to strengthen our point of view just on the basis of that 
question. But the comments that have been made since have indicated 
lthat I think I should share with you our point of view and why it 
ms what it is. 


At the present time the teachers' superannuation fund is 
contributed to by the teachers and by the province of Ontario 
through the school boards. The money that is generated is, by and 
large, loaned back to the government at whatever interest rate for 
government investment. 


Sie 


There has been some concern on the part of some--Mr. Scott 
being one of them--through the years that the interest that has 
been earned by that lending of the money to the government has not 
been of the same order that could have been obtained through 
private investment. The reason that our organization has not gone 
that way of the private investment and the diversification of the 
funds is that, in return for the use of that money under whatever 
circumstances were generated by the commission, we have enjoyed the 
opportunity to have that fund sponsored by the province. The 
province since 1965, the time of the Ontario Pension Benefits Act, 
has undertaken to make up the difference between what is being 
generated and what is being--the actuarial deficit. 


12 noon 


The “sponsorship~ of the plan by ‘the province §is’ “to | om@ 
federation a very important concept. We feel that is a very strong 
part of the plan and we cannot believe that the province is going 
to be prepared to give up 15 per cent or whatever amount back to 
the teachers to invest as they wish while retaining that whole 
sponsorhip of the plan. 


That, in a nutshell, is the kind of concern that we have had; 
it is that idea of not losing the sponsorship, and it is what I 
referred to earlier in our presentation: There are advantages to 
the teacher from our point of view, of not diversifying. There are 


advantages from the point of view of some of the other affiliates 


in diversifying. 


Mr. Haggerty: There is also a risk element in going the 
other way. 


Dr. Henderson: Absolutely. 


Mr. Haggerty: Without being secured. 








Dr. Henderson: Very much; and it is that risk which we 
feel we cannot responsibly accept for the people who are now} 


superannuated and who are about to be superannuated. I had not 
intended to lay that all out, but it has nothing to do witha 
minimized social responsibility; far from it. I would say that ous 
federation has had a strong social conscience and it is rather @ 
guarantee of safety for everybody who is being covered by that. 


Mr. Chairman: But I think, Dr. Henderson, that that Name 


been apparent, your social responsibility; the entire thrust of 


your submission was towards helping women, not isolating your own 


particular profession. I appreciate that, and I think the other 
members do as well. 


Mr. Van Horne: I have a question of either of these two 
people, Mr. Chairman, and that is that no change could be made 
without all parties agreeing, is that not true? So, as long as the 
women teachers feel the way they do and as long as they continue to 





be a group separate from the men teachers and _ the other 


teachers--all of these dollars go into the one pot. 
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Dr. Henderson: But I would say that I would emphasize 
again that the Ontario Teachers' Federation, which is the composite 
body which deals with the government, has taken at least some 
meewr.on pOnhithivs: ias eadentifiied ibyroMr.) Scotts: /Touithatetextent our 
federation cannot hold back what all the teachers of the province, 
taken together in the Ontario Teachers' Federation, would do. 


ie easy asiredsony eit toy maven sayeoso,; .vour efederation:+: has 
Maintained its separate identity against the kinds of pressures to 
which you drew our attention a few minutes ago and the very reason 
why we made the kind of presentation we did this morning. 


Mr. Van Horne: A further question, if I might. 


Dr. Henderson, you made reference to those words you were 
meearching for, the actuarial deficit. You will recall back in late 
(1977 or early 1978 that a considerable deficit was accommodated by 
the process wherein government in the reviewing realized the 
menortfall** and had to" twice come to the Legislature with 
supplementary estimates totalling somewhere near a quarter of a 
billion dollars. When this was questioned through a committee of 
the Legislature, the social development committee, the minister, 
Mr. Wells, and the Treasurer at that time, Mr. McKeough, suggested 
that the process of actuarial assessment or whatever the great 
terminology is was, in a sense, in-house yearly, but done 
externally approximately every five years. 


It was apparent to some of us that process was inadequate. 
‘The teachers I spoke to afterwards in the superannuation commission 
and those who I knew across the province because of my involvement 
in teaching suggested they had to keep a better eye on it. Are you 
satisfied that is happening? Are you insisting on an actuarial 
review of superannuation funds on an annual base? 


Dre Henderson: When you get into the specifics oF 
‘superannuation, I would prefer that Ms. Byrne anSwer on our behalf. 
‘I am answering for the policies of the organization rather than the 
specifics. 


| Mr. Chairman: With respect, I should point out that the 
Federation of Women Teachers' Association of Ontario have had their 
Opportunity to make the presentation. I did not want to reopen your 
‘Submission. It was just a matter of giving you the opportunity to 
respond to Mr. Scott. 

| Dr. Henderson: I appreciate that. 


| Mr. Chairman: I think you have helped the committee in 
that regard. 


Mr. \Wihliams: TEf£/°-I might; there are Jtwo *questions’ I did 
want to ask of Dr. Henderson before she retired, simply because it 
is important for the committee to understand why there was the one 
differing point of view from this very significant group within the 
‘total organization of teachers. 


There were the two elements, as I understand it, which give 
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your association cause to differ with the others; one that your 
perception is that -tyour arrangements with the provincial 
authorities, as far as the funding of the programs is concerned, 
would be undermined or weakened if this liberalization of the use 
of funds was permitted. But I gather that is an assumption on your 
part and has yet to be really verified in these ongoing discussions 
with the province. I presume you have never really put the question 
to the province on your own, have you, as to whether this would be 
a viable thing? 


Dr. Henderson: Our organization has not put it to the 
province because we deal with the government through OTF. But I di@ 
mention in our presentation that discussions are in process and in 
progress right now between the OTF and the government. All of these 
things are being discussed including some of the concerns which our 
organization has. 


Mr. Williams: There was just one other question. Mr. 
Haggerty mentioned the risk factor and you have confirmed that it 
is a very major concern to your association. Yet, on the other 
hand, would the element of risk not, however great it might be--and 
I suppose it is low to moderate, based on past experiences of 
investment in bricks and mortar, as Mr. Scott is talking about--be 
more than offset by the social enhancement that would flow from 
developing a community concept, particularly when in your own brief 
you highlighted the fact that women are outliving men, and that 
they would be the ones who would be the better to benefit from this 
social community which would be developed? Are you not, by opposing 
the concept, working against your own best interests in that sense? 


Dr. Henderson: I should say, first of all, that the idea 
of this kind of retirement program has not been an integral part of 
the diversification of funds. I am reading the presentation that is 
made at this time to say, if diversification were to happen, this 
might be a way of using some of those funds. So our position on 
diversification had nothing to do whatever with the goodness or 
badness of a proposal such as this. 


Mr. Williams: I see. Okay. 
Mr. Chairman: Thank you very much, Dr. Henderson. 
Mr. Scott, do you have any further comments? 


12:10 Dem. 


Mre’ “Van Horne: “I -would» like to, i£ I could direct 
question that I did to Dr. Henderson, redirect that to Mr. Scott. 
Are you satisfied with the actuarial review? ; 


Mr. Scott: Let me give you a little background to that. 
As a commissioner, when I started exploring the actuarial bases of 
evaluation, I discovered that our actuary for the first 50 years of 
the fund's existence made no provision for salary increases. | 


He always estimated there would be negative salary increase 
the following year. In the light of experience, this was an 
extremely conservative point of view. Of course, as inflation got 
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worse, the projections became less and less realistic. When the 
actuary, for whom I have a tremendous personal regard--I think he 
is a great person in his profession--retired and we were in the 
process of hiring a new actuary, one of the things I insisted upon 
was one of the commissioners interviewing the applicants for the 
job and to ask, first, "Do you personally approve of what is called 
the snapshot, periodic actuarial evaluation?" 


None of the actuarial firms applying said they agreed with 
the concept, that it was an old-fashioned concept which had long 
Since provedito be less than valid’. The substitute, of course, is 
what is called a cash-flow actuarial evaluation. I said to them, 
muie@eyOlumares hiredsvas the sactuary, for this “fund, swikl you, Vin 
addition to the snapshop evaluation that is required by the 
provincial government every three years, provide us with an ongoing 
cash-flow evaluation?" They agreed to do so. The cash-flow 
evaluation demonstrates beyond question the adequacy of the fund. 


The Snapshot evaluation, which was based upon many 
considerations which have practically a zero possibility of coming 
to pass, were relatively--what should I say?--were figures that one 
could not look at with any degree of confidence. Let me give you a 
specific example of that. 


Lisl 969,) thesactuary for the @fund “saya mtheres was. au $328 
Sasi ion deficit in the fund. The following year, the auditor 
general for Ontario said that in 1969 there was a $282 million 
actuarial deficit. There was a $100 million difference in the 
figures given by the two groups. I immediately wrote to both of 
them and asked which one of them was right and they replied that 
they both were. 


| One was right that there was $328 million and the other one 
‘was right that there was $228 million because the auditor had 
written correspondence to the actuary and, in terms OF 
correspondence, the actuary had, for the auditor's purposes, agreed 
EO a reduction of the figure from $328 million to $228 million. 
This was an illustration to me that actuarial figures on a snapshot 
actuarial basis become things to play around with. 


| When the new actuaries were hired, they said: "There is going 
to be an increase in salary. Let us face it and let us build that 
mento our considerations. There is going to be this liability and 
Menat liability." In terms of the snapshot evaluation, the deficit 
went from $328 million and the next evaluation was $507 million and 
the next evaluation was $1 billion. 

So these actuarial evaluations are very flimsy kinds of 
things when compared to cash flow evaluations which ask: "How much 
Money do you have? How much it is earning? How much is going out?" 
When you look at it in terms of projecting it 100 years down the 
iline, teachers could stop contributing tomorrow and still get 
lpensions for years if you look at it in terms of cash flow. 


Mr. Van Horne: The point is that it has to be reviewed, 
|it has to be overseen, and the process which existed prior to 1976, 


‘which I think was the date you used, was not really quite adequate. 
| 
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Mr. Scott: Now. Ite was snot. 


Mr. Van Horne: You are satisfied now that the cash flow 
review is much more adequate. 


——— 


Mr. Scott: It is much healthier. 


Mr. Chairman: Are there further questions? Thank you very 
much, Mr. Scott. You have been very helpful and very interesting. 


Mr. Scott: Thank you, Mr. Chairman, and members of the 
committee. It is a privilege to be here and I am pleased to have 
had this opportunity to share with you these views. If you are in 
Kitchener at any time and want to come around and see our Belmont 
place, we would be only too happy to have you do that. We are 
looking forward to our village and we hope that it becomes 
something of an example for the way elderly people can live when 
they leave the work place. ; 


The committee recessed at 12:20 p.m. 
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REVIEW 
(continued) 


Na ovectalimanepel- See at quorum. sWe’ have “with us“ ythis 
afternoon the Ontario Secondary School Teachers' Federation. In 
addition to Mr. Morris Richardson, the general secretary, who 
appears on your agenda, we also have with us Mr. Bob Ouimet, 
chairman of the OSSTF provincial superannuation committee, and Mr. 
David Hughes, executive director. 


We have your brief which has been distributed, gentlemen, and 
we are in your hands as to how you wish to present it. You can read 
it or talk from it or whatever you like. 


Mie enugnesc MreorChairman, L£e"F4= could vetart= ween ewone 
Borrection, I am Mr. Hughes and I am the president of the OSSTF. 
The gentleman on my left is our general secretary, and on my right 
is Mr. Ouimet. 


I take with care, sir, the comment which appeared from the 
clerk of this committee: "The committee requests that your opening 
Statement be limited to about 15 minutes and that your brief be 
presented in summary, rather than read in its entirety." 


hae SyOUtee GLscrecion,. “what, I ‘would ] like...to do: “is.,-merely 
highlight some of the items which are articulated in the brief 
which you have before you and then hope that we will have adequate 
time for dialogue and for guestions and answers. 


Mise ichalrmansal lonwant. to;,assure’ -yours-that . we “have valways 
been relatively flexible, notwithstanding your communication from 
the clerk. I am not suggesting you are not any more accurate, Mr. 
Clerk, than you were in the (inaudible) of the delegates, but we 
are in your hands. We are interested in what you have to say and we 
just want to be as productive as we can. 


Mees Hughes joiThank, ‘you, Mr. iChainman.,»( (Referring: to. the 
document you have in front of you, I would like to begin with two 


preliminary comments. 


It came to our attention recently that the Prime Minister of 
this country stated that pensions were the third most important 
issue to Canadians and when it was tested he said that was, of 
Course, after the constitution and the economy. I assure you that, 
from the point of view of most teachers, pensions would be at least 
meena in that List of three. It) is?tirather more important in our 
Mind than at least one of the issues which he addressed. I won't 
indicate which. 


Interjection. 


Mr. Gillies: Can we ask guestions on that? 


BE shad Stes sone thought it might get things off tom 
dialogue. 


I just have one general comment to make. I think you must 
understand that, fromthe spoint of, view of pteachers, our primary 
concern in the pension field lies with the teachers' superannuation 
fund. I think you should be aware that we have one major concern. 


We have had amendments before the government with reference 
to the Teachers' Superannuation Act since 1977. Since the royag 
commission was eStablished, it has been the position of tie 
government, for good or bad, that any changes in the teachers’ 
Superannuation fund should be held until the report has come in 
and, I assume, until such deliberations as this committee jg 
undertaking have been fulfilled. 


We have an obvious concern over this. Clearly, since 1977 
there have been significant changes in the employment patterns of 
teachers in terms of the length which they teach and in terms of 
the nature of the income. I think we are all aware that there have 
been significant changes in employment patterns of both males and 
females and, of course, there have been significant problems 
arising from the difficulty of declining enrolment. 


I think I must stress to this committee that one of our major 
concerns is the need from our point of view for speedy amd 
effective amendments to the Teachers' Superannuation Act which we 
would hope would become part of whatever larger picture develops 
out of the evaluation of the royal commission. 

As I go through this paper, as I said, I am simply going to 
identify one or two items which I think might well require 
ClaGCelL Capon. 


At the bottom of the first page we have identified Ue 
statement in the report where it expresses concern about the amount 
of money the government contributes to the teachers' superannuation 
fund. We make the statement there that we do not believe the amount 
is too high. | 


I would also point out, since I started on a vaguegy 
political note, that a reference appears there that the teachers 
have provided the people of Ontario with money at low interest 
rates for many years. I would point out that this remains a current 
concern of ours in that in the last week or so it has became 
apparent that the teachers’ superannuation fund was a source of 
much money for the purchase of Suncor and that the rate which was 
made available to the fund for that purchase was a clear two and é@ 
half per cent below the Hydro bonds which were available at the 
same time. 


I am not going to make an emphasis of this other than simply 
to indicate that one of the reasons why the teachers’ 
Superannuation fund could conceivably have been in difficulties 
would have been that the investment rate over a perioc 
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approximating 20 years was, I think, never better than the minimum 
that could be obtained on the open market. The funds that were made 
available to the government were consistently lower than those that 
were obtainable on the open market and, of course, as we Know, the 
Mand. has “\Vongp been. a-overye majory«source “Vof ) revenue’ .for’) the 
provincial government. 


At the top of the second page, I would like to emphasize a 
concern which this federation has with the basic concept embodied 
in the royal commission; that: is, the PURS concept. I will read one 
sentence: "It could become a nightmare of epic proportion if our 
Ambition is not merely portability but also equity, a pension 
benefit in relation to contributions made." 


We have two teelings about any pension structure. Number one, 
it is not intended as a speculative investment but for the purpose 
Or the average citizens, including teachers, it is a source of more 
ee less guaranteed “income. We very ‘much fear “that 1f ‘the PURS 
concept is embodied in its full, if every individual, taking the 
Hiteral interpretation of the concept, has free choice in degree, 
type and nature of investment, what it will result in, whether by 
Bycent “or not; will® be “gross “ineguities in’ terms ‘of ‘amount 
invested, in terms of pension received. 


I think we can say freely that this may well have been the 
mevces or. tthe windividuals; "but “rr tnink™ 16 would” be “very difficult 
EO explain to retiring senior citizens 30 years from now that one 
who has a pension of, let us say, $2,000, and another who has a 
Sees ronnoLreg.,000:) "Ii tamiesorry  Toywassyouricfault: yousmade the 
wrong investments two decades ago." To our mind, such a concept, 
although it may be helpful from the point of view of Bay Street, is 
Contradictory to the perception of a pension as opposed to an 
investment source of income. 


Mie Ounere mayor edit ticulty we have wus ~thatr we Teel tne 
teachers' superannuation fund should be the primary vehicle for the 
pensions of teachers. If that is to be the case and if at the same 
Bime this PURS concept, which is applicable to all people in the 
province of Ontario, takes effect, we see, and we have articulated 
below, major difficulties in terms of the portability of one to 
another. 


Rive woulae note beva difficulty Ti the ttraditional ‘pattern ‘had 
existed whereby somebody became a teacher and remained a teacher 
for all of their lives. But I can assure you, from our perception 
in representing high school teachers, that is a definite, almost 
Bld-fashioned trend. A larger and larger proportion of our members 
are switching out of the profession; a larger number of people are 
coming into the profession at a later age. 


I think members of this committee can see the enormous 
Sirriculties involved in® taking -PURS ‘contributions’ ‘into ‘the 
teachers' superannuation fund, or from the teachers' superannuation 
Fund into PURS, depending upon the facts of the matter; and, of 
Course, the whole problem is compounded if other public service 
pension plans exist and other privately regulated plans are also in 
Operation. 
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AS I said, the point we would like to emphasize here is the 
two essential weaknesses that we observe in the PURS concept. 


Fo aed ¥ eile 


At the top of page three we have made a reference to the 
Superannuation adjustment fund. This has been stated because we 
tnought it might be of interest to members of this committee when 
you are looking at the whole concept of the funding and structure 
of pension funds. 


Very briefly, Mr. Chairman, in addition to the main fund into 
which teachers invest and where there is a matching contribution by 
the government, there is an additional, separately regulated and 
separately funded plan which attempts to make allowances ffor 
variations in inflation. At this point we are satisfied with the 
concept and, as I have noted there, negotiations are under way at 
present between representatives of teachers and representatives of 
government with reference to changes in this plan. 


I express it, though, because it may be of interest to 
members of this committee as a concept which would be helpful vin 
trying ro determine what should be done with other 
plans--particularly, I would suspect, jointly funded private plans; 
in .ocher .words;,, instead. of tny inguatoigadjustuiall mains planpaetne 
possibility of creating a separate plan, separately funded and 
separately organized, which might try to take account of short-term 
Or long-term exaggerations in inflation. 


Withereterence fo) antegration, essentially, Jway back. in 
1965--and, incidentally, for the record the correct date should 
have been January 1, 1966--at that time the teachers wished for the 
Canada pension plan and the teachers! Superannuation fund to be 
stacked; instead, they were integrated. However, as we emphasize 
there, if any considerations should be made as to the relationship 
between the teachers! Superannuation fund and PURS, or whatever 
concept is finally articulated, it is our feeling that stacking 
would still be our choice rather than integration. 


The teachers' superannuation fund is so long established--as 
you may know, it has existed in its full form since 1920 and there 
have been teachers' superannuation plans since the end of the 
nineteenth century--that to integrate such a concept, such a degree 
of investment, such a degree of commitment into a new plan, of nis 
date would be dangerous. To stack is one thing; to integrate would 
have enormous and probably unfavourable consequences. 


On the last item on page three we feel there should be an 
Opportunity whereby the plan could indeed be diversified. We have 
Carried out, as I am sure members of this committee have done, some 
comparisons with what is the case for the teachers! Superannuation 
funds in New York City. We have tried to articulate in this section 
a certain caveat that must be observed if indeed diversification is 
to be undertaken. 


Diversification in theory might be of great benefit to the 
economy of this province and, for that matter, of this country. 
However, it must be undertaken cautiously. The concept of shared 


contributions must continue and, as you will notice on the top of 
page four, it is important that there be very firm and careful 
controls placed as to the nature of the investment process. 


In our opinion, to simply diversify overnight would quite 
frankly lead to some of the problems that we anticipate if the PURS 
concept were applied in full. 


The last comment I would make before I ask my general 
secretary to make a brief observation on one section is on the item 
headed "Parity with the Public Sector." I hope you do not consider 
this special pleading on behalf of an organization whose fund is a 
public fund rather than a private fund but, in view of the stress 
evident throughout the royal commission report on the discrepancies 
between public funds and private funds, we felt it important to 
emphasize some of the reasons for these differences. é 


It has to be recognized that by and large in private funds, 
inemcolilective tnegotiations: sand bargaining, ~*there has been a 
difference in stress. Most public sector employees, particularly 
teachers--I suspect the same may be true of civil servants; I won't 
indicate all the other groups it may be true of in the public 
sector--certainly appear to place a higher premium on retirement, 
on long-term security. I suspect that is the primary reason why 
public sector employees appear to have more generous plans at their 
disposal than is true of some private sector groups. 


you will notice that when we identify such items as chartered 
banks and Shell Oil, it has been our experience that plans in the 
private sector which were established some time ago share many opm 
the characteristics of the teachers' superannuation fund and indeed 
on many occasions take it further, so that in many cases they are 
fully funded by the employer rather than matched funding between 
employer and employee as is true of the teachers. 


At this point, Mr. Chairman, with your permission, I would 
like to ask Mr. Richardson, our general secretary, to comment on 
the next item before I simply conclude. 


Mr. Richardson: Mr. Chairman, Mr. Hughes commented in his 
opening remarks that the OTF has been negotiating with government 
this past year and we have had amendments to the Teachers’ 
Superannuation Act before the government Since 1977. 


As part of that and leading up to it, Starting about 19/5, we 
did have meetings with government personnel to bring about 
amendments to the Superannuation act, some of which were necessary 
because of changes in a technical way and some primarily because of 
the change in structure of the teaching profession and declining 
enrolment that has been prevalent since that time. 


We were concerned as an organization as early as 1972 with 
what I call a false declining enrolment when government brought in 
fixed ceilings on government expenditures at the school board 
level. That did create a situation where a number of teachers who 
were in the teaching force were dismissed because there was not 
enough money to maintain them on the teaching staff. 


6 


We are concerned that at a time when declining enrolment is 
seriously affecting both the morale and the structure of the 
teaching force that nothing has been done through the 
Superannuation fund to alleviate this. 


If we go .back to 2.1977; which@iwas stthe. S2time Gwhen- we had 
amendments before the government, that was the time when the 
government instituted the Jackson commission to look at declining 
enrolment. Through that report there were several recommendations 
that might have alleviated to some degree some of the concerns we 
have. I may refer to several of these. 


In recommendation 81, the Jackson report indicates that, 
"After early retirement, up to 100 days of teaching employment per 
year instead of the present 20 be permitted without penalty to age 
65." In recommendation 82, "The Superannuation regulations be 
amended to permit during the period between now and 1986 early 
retirement on the basis of the 85 factor." 


AS you are aware, the current act and regulations have a 90 
Faccou. 


He also indicates that the fund should be monitored during 
that period of time to determine whether there is any necessity of 
additional contributions by teachers or government. 


Another recommendation he has in his report is that the 
concept of continuing employment be instituted for full-time and 
part-time appointments so that those people who are in their senior 
years could take up part-time employment, allowing some people to 
come in at the bottom end but still be able to contribute to the 
fund and receive benefits which would be normal under the pension 
provisions. 


We feel strongly that this is an area the government has not 
addressed at a time when it was needed to the degree we think it 
Should be. We did have a government document through the Ministry 
of Education called Issues and Directions which was supposed to 
address the recommendations of the Jackson report, but instead 
became a broad perspective of educational changes that might occur 
in the next decade, very few of those dealing with the declining 
enrolment situation. 


230 ue Mm. 


We hope, and I echo what the president has said, that the 
whole superannuation question has been put on the tablesgu (sO. to 
speak, pending the commission report and pending recommendations 
from this particular committee. 


Even though there has been before the current minister 
ministerial approval of certain recommendations, those have not 
been acted on; and there is a frustration level, as you can 
imagine, arising with teachers when we go back to 1975 with the 
Kind of economic changes that have occurred over the last six or 
seven years, with no recognition through the superannuation fund to 
meet some of the very current needs that teachers have. 
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We hope this particular committee will address that problem 
if you are going to deal with the public sector pensions and will 
recognize the severe need, from a moral and an economic viewpoint, 
of changes in the teachers' superannuation fund. I cannot think of 
anything our teachers are more concerned with relating to pensions 
than this particular area. 


Pewillercourn “rtseovernstosetherpresidente for sconclusions, on our 
report. 


Mr. Hughes: In conclusion, zt cannot do better than 
summarize the points which are articulated at the end of our 
document. 


We believe that negotiations between groups, whether they are 
joint employer or government employee, must be established in all 
plans so that all the parties have input into them. As I said 
before, we feel that the teachers' superannuation fund should be 
exempted from the PURS concept, if indeed the PURS concept is 
implemented. 


We have said here that we recognize the necessity of a 
measure of protection through some form of indexing for all 
pensions in Ontario and, from our experience in having a form of 
indexing, would recommend to this committee that you consider it 
for other pension plans because we have found it particularly worth 
while. 


Although we agree with the royal commission that some form of 
compulsory pension is appropriate, necessary, generous, rewarding 
and probably expected for all citizens of Ontario, we do disagree 
that the concept of PURS as embodied in the report of the royal 
commission is the appropriate one for the implementation of that. 


To conclude, as the general secretary has said and as I will 
reiterate, at this point with an ageing teacher population which is 
under stress in terms of declining enrolment, there is probably 
nothing that is more significant to them than the speedy 
implementation of recommendations that would help them in their 
particular sphere, particularly in the area of declining enrolment, 
and that would hopefully form part of a larger series of 
recommendations relating to pensions in Ontario. 


Mr. Chairman, on behalf of my organization, I thank you for 
the opportunity to make this presentation. 


Mr. Chairman: Thank you very much, Mr. Hughes. 
Mr. Gillies, you had indicated you wished to ask a question. 


Mr. Gillies: Thank you, Mr. Chairman. I would just like 
first of all to get a little background information from you 
gentlemen on one point and then I have a guestion for you. One 
thing that we are very concerned about on the committee and that we 
eventually ask every delegation that comes in, is the question of 
coverage. 


I wonder if you could briefly outline for me the situation 
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for members of the teachers' federations in terms of coverage. By 
that I mean, are part-time teachers included...in—.tne.e fund 
automatically or can they Optlinto, 1£7 Just. what is thessituaciom 
there? I might say that I mean teachers who may have only taught 
part-time us supply taught over the long term, and teachers who 
have taught full-time and then later want to become part-time or 
Supply teachers. 


Mr. Richardson: Both part-time and full-time teachers are 
obligated to be part of the fund. The teachers on the main fund pay 
Six per cent, while those on the adjustment fund pay an additional 
one .per. cent, and ~there .is°”a matching” contribucion—-by \tire 
government to the six per cent and the one per cent. Essentially, 
all teachers except short-term supply teachers are in that 
Situation. 


Mr. Gillies; Everybody ' is in; Okay. ~ You “Said in Yous 
presentation that, because of many of the economic changes that 
have taken place in the last six or seven years, you thought there 
were some much needed changes to the TSF. I wonder if you could 
briefly outline for us what a couple of those major changes might 
have to be. 


Mr. Richardson: One of the major concerns we have and one 
of the problems we run into in dealing with government people is 
the obligation of government in the funding responsibility. There 
is a formula now for establishing the interest rate. We feel that, 
if the interest rate were somewhat more current, that would 
alleviate some of the funding responsibilities of the government 
and, in turn, give a better possibility of improving the pension 
fund itself. 


As far as the actual pensions are concerned, the pension is 
paid on the best seven years; it is an average of the best seven 
years. That is a long time to have with an expanding economy. We 
think that period of time should come closer to some other pension 
funds, either the best five or the best three, to make the initial 
pension much more concurrent with the economic conditions when the 
person retires. That would be a major one. 


As I made allusions to but did not specifically say, because 
of the large number of teachers who are becoming somewhat senior in 


age because of declining enrolment, with nobody coming in at the 


bottom, we think there has to be provision for early retirement. 
The superannuation fund itself could facilitate that in having a 
better pension basis for early retirement. There is nothing now 
really. There is no incentive through the pension plan for that. 


I might just make reference to the adjustment fund where 
there is not even an opportunity for short-term investment from the 
adjustment fund; for all of the money, other than that paid out for 
adjustment pensions, the interest rate is established by a formula. 
There iS no possibility even of short-term investment at the 
preferred rates. AS a result, the viability of that particular fund 
1S somewhat inhibited because of that. That fund has’ survived 
Strictly on how long will that kind of money keep the fund going? 
That would help in this kind of thing. 


. 
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Mr. Hughes: Perhaps I can give a very specific example of 
the kind of concern you have. The regulation at the moment, and I 
can be corrected, 1s that the amount of money available at 
retirement is the average of--technically, it is actually the best 
70 months, I think, not the best seven years. 


I think you can see what will happen if one of the trends 
which develops in education, and to some extent we encourage it, is 
to have part-time teaching. Let uS suppose that somebody is 
Pench inde. tone Onive haltoGas year... AS) .regards'’ the. ‘calculation, /of 
retirement pension of somebody who has been doing that, running 
back and forth 14 years, from the point of retirement, we think 
that degree of inflexibility, which may well have been appropriate 
in the fund when it was being designed in 1975 and 1977, when 
societal conditions were different, is now guite inappropriate. We 
are seeing within the profession much more fluctuation in habits of 
teaching, habits of lifestyle, if you like, within the profession. 


Mr. Chairman: How long has that seven years been in 
effect? 


Mr. Richardson: Oh, 1966; when the Canada pension plan 
came in, it went from the last 10 years to the best seven years. 


Mr. Chairman: You have to look at these things in the 
long range, do you not? Maybe a few years from now we will look at 
the present economic conditions as an aberration. I do not know. 
But I can see what you are saying. If you have a teacher who is 
teaching only six months of the year, and you have a spread of 14 
years, that would have a significant impact. Do those have to be 
consecutive years or do you take the best seven years? 

Mr. Hughes: What happens is that the commission simply 


makes a Calculation of the income of the teacher or, if necessary I 
months, takes whatever are the best 14 of 


Chairman: Go ahead, Mr. Gillies. 


Mr. Gillies: Thank you, Mr. Chairman. What's your vesting 
Situation now? Is there immediate vesting in that fund? Or is it-- 


Mre Ourmet: In whichrone? 

Nenwss Pie see Ti etne= lor. 

Mr. Ouimet: Vesting is after 10 years. 
Mremcilliess, That's 1n the main fund? 

Mr. Ouimet: In the main fund. 

Mr. Gillies: There is an age factor, isn’t there? 


Mr. Ouimet: Ten years and age 45. 
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Mr. Gillies* So presumably--and I am sure you are aware 
of the recommendation in the interim report for a five-year vesting 
with no age gualification--that would change, then. 


Just “by~ way: of ‘a. shortfcomment ;“Mr. > Chairmany” Liciamay oe oe 
doesn't bother me as a member of the committee that you are 
recommending that your fund opt out if we were to adopt the first 
concept, because” I “certainly think that~ LE" "we “go. the ™PpurS route 
there would be considerable sympathy among some of us on the 
committee for the concept that if funds can demonstrate that, in 
one way or another, they are Superior to what is being recommended 
under PURS we have no problem with opting out. 


But we did have some discussions about this in the committee 
last week. I think. there ‘is ‘quite..a.bit o£ sympathy . for, thae 
concept, and certainly I think the fund that you have would gualify 
for Chat. 


Mr. Hughes: I would just», likes) tossadd--and) \licam “very 
appreciative of the comment you have made--that if there were 
indeed a separation out, opting out, we still have the concern over 
portability because of the change in the employment patterns, which 
I think is not just typical of teachers but is characteristic of 
many people. 


We have predictions--and I don't know whether they are true 
Or not--that the average high school student whom we will be 
graduating this year can expect to go through five different forms 
of employment--not employment, but forms of employment--over his 
working career. I think that demonstrates significant problems in 
the area of portability. 


Mr, Gillies: Certainly there would have to be some 
mechanism whereby funds from your plan could be rendered into a 
form where they could be put into PURS at the time a teacher leaves 
the profession. 


Mr. Richardson: We made reference in here to the 
portability, if you like, with the public service fund, and if one 
could make arrangements with other types of funds similar to that I 
think that would be satisfactory to us. 


Mr.-Gillies:. Thank you,sMr. Chairman. 


Mr. Williams: I just ‘had’ «three? or, four iiquestions,; 9 Mre 
Chairman. 


First, in the first part of your brief, the -first-paragraphy 
you say: "One of the reasons public sector pensions are generally 
better is that public sector bargaining in the past laid special 
emphasis on pensions; public service employees contributed a high 
percentage of their salary to their pension funds, whereas many 
private sector employees did not." 


You go on to state: "In return for long-term security, public 
sector employees then accepted a situation in which their wages 
lagged behind settlements in the private sector." Then I think you 
re-emphasize that point on page four, where you state that it is 
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one of the two factors that you suggest the royal commission didn't 
recoouize, ay the time or being critical, I guess, of the public 
sector in leading the private sector, if it was a form of criticism. 


The perception in some quarters is that historically that was 
correct. I haven't heard arguments to the contrary; I think that's 
guite valid. But the perception in some quarters these days is that 
the pendulum has swung the other way: that whereas in exchange for 
the fringe benefits, including pensions, enriched benefits, they 
used take the lower immediate cash in hand, so to speak, that has 
changed somewhat. 


This is the criticism we get in the public sector generally 
and not just in the teaching profession, that in the public sector, 
in the teaching profession, the salary ratings now match and, in 
some areas, perhaps where greater seniority is involved, exceed 
mhaberyOour Might aAirind. as ‘the normyin the private-«sectornssOn that 
basis there is some justification for considering reassessing the 
further enrichment of public sector pensions in particular to 
adjust the catch-up that has occurred in the salary area and level 
off in the benefits area. 


Would you care to comment on that perception as to whether 
there is some reality to that? 


Mr. Hughes* Mr. Chairman, I must say that we made the 
comment because of the assumptions implicit in the royal commission 
report cst think, 1t,.would. tbe, | to, put “it. mildly,7seayvery.debatabie 
issue, which I hope will be discussed here, as to whether private 
sector Or public sector employees have traditionally and 
Nistoricably done ibetter or s’will. do sbettere in the, future, 
specifically in the areas of pension, fringe benefits or salaries. 


We are concerned to emphasize that, for good or bad, the 
teachers' superannuation fund, its concept, its returns, were 
established some time ago, to put it mildly, under certain 
understandings about salaries, security and the relative importance 
of both. It may well be that in the future the pendulum will swing 
the other way; a decade from now it might well swing back. 


What we are saying is this: One of the concerns we have with 
the royal commission report is that whatever historical analogies 
they could draw or whatever guesses they make in the future as to 
the relationship between the two sets of plans, it should not be 
taken aS a reason for amending the structure of the teachers' 
Superannuation fund. 


For good or bad, we as an organization have always placed, I 
think, higher stress on retirement than was true of many private 
sector employees. We are not suggesting that we should reduce that 
stress; we are not suggesting it should be increased. We are saying 
the plan was structured with that understanding, and that just 
because the royal commission feels there is a danger that some 
public sector plans will set bad precedents for private sector 
plans is no reason to change the teachers' superannuation fund. 


I could certainly agree with you, having done a fair amount 
of negotiating myself, that there has in the last five or six years 
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been a steady tradeoff in all sectors between the importance of 
fringe ‘benefits and’ pensions = As, a» matter? Ott fact,=. lve wou 
dispassionately say that there has been a greater change in the 
relationship between fringe benefits and salary than there has been 
between pension and salary. That's something, I think, which is 
probably a function of the inflation factor and the tax structures, 
above all, in this country. I think the last federal budget, quite 
frankly from my point of view, might see some changes in the 
relative importance we give to fringe benefits, which are now 
taxable. 


Mr. Williams: I gather, then, that you’ agree that some 
balancing is valid, and the question of where you lay your 
priorities is up to the individual association or union or whatever 
that is negotiating as to where you want to put the emphasis. 


Mr. Hughes: That's why one of the primary conclusions we 
came to, Sir, was that the exact structure of whatever plan is in 
existence must be arrived at through bargaining, whether it be 
between government and employee or employer and employee. 


Mr. Williams: On page two, members of your’ federation 
reject the money-purchase concept and endorse fully the service and 
Salary concept. Again, this is something I guess you were touching 
On when speaking to Mr. Gillies's question. Would you care to 
elaborate further on that? 


Mr. Richardson: Well, if I may elaborate “Just tai" litem 
bit. AS we understand the recommendations in the commission report, 
there would be provisions for individuals almost unilaterally to 
determine the kind of investment or money-purchase concept that 
they have through the PURS procedure. 


What we see in that is very much like what happens in society 
generally if you give anybody $1,000: How somebody will end up with 
that $1,000 depends on the individual to a great degree and how he 
properly can handle that. We see probably more inequities through 


this process, as I understand it at least, if it's followed that 
way. 


2:50 p.m. 
We think the plan we have in TSF, for instance, where the 
rules and regulations are established and there is a 


commitment--sometimes we have to force particularly young people to 
think of what they are going to do in their old age and what kind 
of income they are going to have so it won't be an obligation to 
society to the same degree--that kind of process is probably more 


appropriate. The PURS concept may not reduce the public obligation 
in the long run. 


welts Williams. In tte next paragraph down: "Should PURS be 
legislated, a person transferring from the provincial universal 
Plan into the TSF would be provided with the Opportunity of full or 
partial portability provided payment, if required, is made by the 
individual concerned over a period of time." 


"Would be provided with the opportunity of partial 
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portability": You make this comment. What is your position with 
regard to it? 


Meee HUgics: Pilot LL Carl Cput: tite ‘thiss ways uiWer nave.tvan 
obligation, I think, for our profession as well as for pensions. As 
I said before, we visualize the situation, thinking ahead over the 
next decade or several decades, where it might be helpful to the 
teaching profession to have people coming into it at some point 
other than the traditional age of 22 after three, four or five 
years of university preparation. 


At the moment, the teachers' superannuation fund, like most 
funds, of course, is biased. I am not being critical in that sense, 
but the longer you have been in it, preferably the earlier that you 
Started, the more likely you are to have a satisfactory pension. 
If, therefore, there is a PURS and everybody in the province is a 
menberabof aatevand Shas vested? rights’ in’ it: sits is) “gorng' tobe 
essential that somebody who is, for example, an auto mechanic at 
thesage: Ofes5Mor 840 pehas obtained’ "a~degree’ of investment in the 
PURS and then decides to become a teacher and, therefore, from that 
point is acquiring assets in the teachers' superannuation fund, 
must be able to transfer those assets, in our opinion, if he wishes 
to come into the profession, if he is to have an adequate pension 
on retirement. A formula will have to be created whereby he can 
come in. This is where the "full or partial" comes in. If in his 
opinion the assets he is bringing in would not be adequate to give 
him a suitable pension in comparison with that of his peers, he 
would have the ability to add funding or, if necessary, to transfer 
parts OLe 1t® 


We are not sure of the details. It's another comment on what 
we see as the problems in portability. As I said before, it works 
the other way around, which is what the next paragraph is referring 
to. 


Mr. Williams: The other guestion I had was on the bottom 
of page five in your conclusions: "OSSTF recognizes the necessity 
of a measure of protection through some form of indexing For fail 
pensions in Ontario." I would direct you to page 19 of our interim 
report, where we draw attention to the fact that "ther Ontario 
Public Service Employees Union told the committee rr “hear 
appearance before it that they favoured the excess-interest 
approach. Their current indexing provisions are full indexing up to 
an eight per cent cap with provision to roll over any unused 
portion to future years. OPSEU is willing to give up these benefits 
in favour of a legislated excess interest approach. In the long run 
they may perceive this to be a more secure way of ensuring the 
indexation of their benefits." 


Do you have any comment to make on thei repositidonvas) .timight 
relate to your situation? 


Mr. Hughes: We have reservations about the 
excess-interest concept. Several of our staff attended a recent 
conference in Ottawa where it appeared to be "the coming thing." It 


waS a nice, easy answer to the solutions 


Treiyous lookleatel toicritically, though--and I will ask Mr. 
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Oulmet and Mr. Richardson to add to my comments--I don't think it 
will necessarily work. It will only work at a time when the 
interest rate is clearly in excess of the inflation rate 


(Mr. Hughes) 

It will only work at a time when the interest rate is clearly in 
excess of the inflation rate. The average of that excess must be 
Operative both at times like this and at the opposite end of the 
economy, when interest rates happen to be lower than inflation 
rates which, although it may seem long ago to us, does happen on 
occasion. 


Mr... Williams:..The>.deftinition ~oL.. ‘excess “interesti- is.) noe 
related to the inflation-rate. 


Mo... Hughes:,;Ifach, coulda vtakenethe »casessof uthesiwteachers. 
Superannuation fund, presumably a realistic interpretation of 
excess interest is when the fund, due to its investments and the 
interest accruing, is producing moneys in excess of that which is 
actuarially -required .to balance’ the sobligationssof *thes.tundsia d 
think that is a fair interpretation. 


At fa. time Slike’ ~ sthis, for example, if the teachers' 
Superannuation fund is being invested at about 16 per cent, and the 
actuarial requirement was in the order of 11 or 12 per cent, yes, 
you would be identifying four per cent excess. But it is only times 
like this. At *the- reverse. point..of..the: icycle;.«I do-« not think) 4t 
would be generating like as much money and certainly not as much 
guaranteed money as would be applicable to a separate fund which is 
calculated to the inflation rate in effect. 


Mr. Richardson: One of the difficulties we had, we have 
not really studied in great depth the implications or had any 
actuarial people look at the implication of this, so we cannot make 
a very definitive statement on it. Our general reaction is that 
there may be other ways in which we can accommodate the same thing 
rather than through this, although, in my own personal opinion, it 
may be something that is worth while considering. 


MrajetWilliams:..9ASa.I .necallsi. froma apresentatians, seanlies 
from some of the so-called actuarial experts that were before the 
committee, they were identifying excess interest as being anything 
over and above what they termed real interest, which was in the 
neighbourhood of three or four per cent. 


They gave reasons for using those figures, and certainly 
differ greatly from using an inflationary percentage factor which 
you are relating to. So this has been part of the problem with the 
committee of trying to ‘come “to “grips “with “what ‘is “the true 
definition of excess interest. You have again the two ends of the 
Spectrum we are touching on. 


Mr. Hughes: All I can say is I gather the accountants, 
especially government accountants, who have analysed the teachers' 
Superannuation fund, certainly appear to have used a different 
definition to those accountants which were guoted before this 
committee. They do not often use the expression three or four per 
cent in this situation. They are talking something in the order of 
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iZaor slb3'iperm cent. 


As I said, if I could take up the offer made by the general 
secretary, at some point if the committee would like us to examine, 
aS an interested party, the concept of excess interest investment, 
aS an alternative to the one which we are at present operating at, 
if you would communicate to us, we will be glad to give you a more 
rational, more Clinical and” apt reply. 


Mr..»Williams:™ I» think . the committee has: “been -impressed 
enough with the excess interest concept to have given support in 
Principle: tovthat idea so that, on that, basis, if we are: going to 
be moving in that direction as compared to indexing as it is at 
present applied, it is probably going to mean a significant shift 
in a number of the plans that are about. 


MEE nugnesss El itecis* Of (Valle. Bo this committee, we are 
prepared to make a direct comparison, if you like, of the excess 
interest approach compared with the one which we at present operate 
under, which is the superannuation adjustment fund. And more 
appropriately, to examine how it would apply to our particular 
fund. We are caught, as you are, in terms of actuarial deficits, 
and so forth and.so on. Unless we have specific figures, and a 
task, it would be very difficult for us to make a comparison. 


3 p.m. 


Mr. Williams: It might be very useful and something the 
committee might want to consider. Any invitation from witnesses to 
assist us in our task. is not usually turned aside. 


Mr. McClellan: The gentlemen can probably be set somewhat 
at ease. With respect to the PURS proposal, we had. our own 
mandarins in from the Ministry of Treasury and Economics last week 
and they produced a fairly devastating, what I would describe as, 
obituary to the PURS scheme. I do not think I am being rhetorical, 
but I do not think I am exaggerating the point. There has not been 
very much, to put it mildly, support for the PURS proposal. 


I wanted to question a kind of ambiguity within your report 
Withe saeespectsmnto, «= &. suppose, = thes other shoe from the royal 
commission which was a recommendation that the Canada pension plan 
not be increased or, indeed, that public sector plans not be 
increased. You say on page six you recognize and concur all 
citizens should be covered by some form of compulsory pension in 
addition to CPP. Are you deliberately ruling out an expansion of 
the CPP? 


Mr. Hughes: No. We are recognizing, however, the 
political realities of the structure OPeethisy Ucountry loess 
probably more important to get a form of compulsory pension for all 
citizens of Ontario and that probably the fastest and most 
efficacious way of achieving that is for a supplementary pension 
plan to be established in Ontario, supplementary, and in Our jargon 
that we were using earlier, stacked to, rather than integrated to 
the Canada pension plan. In the same way we are Saying, in a sense, 
that if such a plan were established, even if it were PURS, the 
teachers' superannuation fund would then be stacked to that. 
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Mr. McClellan: I understand. My own political sense, I 
Suppose, screwy as it is, remains optimistic. 


Mr. Hughes: I assume I am not supposed to comment on that 
remark, Mr. Chairman. 


Mr. Chairman: I think it is generally accepted. 


Mr. McClellan: E knew that would bring out the 
neanderthals. 


Mr. Brandt: (inaudible) support he has ever got. 


Mr.) MCCre Pian: a remain optimistic that reason will 
prevail and that we will see--I do not know when--an expansion in 
public sector plans, either Canada pension plan or some combination 
of the Canada pension plan and old age security. It would be 
helpful, certainly for me and my colleague, Mr. Mackenzie, who 
shares that perspective, to hear in some detail from you what your 
experience was when the original Canada pension plan was introduced 
in 1966. 


You have expressed the concern about the forceable 
integration. Perhaps you could take just a few minutes to tell us 
what your plan looked like prior to the introduction of Canada 
pension plan, then specifically how the Canada pension plan 
impacted on your plan in 1966 and, thirdly, whether what I assume 
to be some disadvantages at that time have subsequently been 
Overcome or whether you still feel that the disadvantages suffered 
at that time remain. 


Mr. Hughes: As you may have guessed, I was in England at 
the time in 1966, so I will pass to Mr. Richardson who is a genuine 
Canadian from way back to comment on that. 


Mr...wRichardson:... If. one, were, .~around swith. teachers. i0 
1965-66, I cannot think of anything they were more exercised about 
than the forced integration with the Canada pension plan. What it 
did was, in their opinion and to some degree it was true, to reduce 
the potential of benefits in their own plan because it was 


integrated. A certain portion of the payment into the fund had to 
go to the Canada pension plan and so on. 


They were guite prepared at that time, although no formal 
vote of some 90,000 teachers at that time was taken, probably to 
pay an additional amount to be involved in the Canada pension plan 
through stacking. In spite of the pleas and what have you with 
governments, that was not allowed. 


If you are looking at any benefit that might have accrued, 
the only one that really came out of it of significance was that 
the calculation of pensions was based on the best seven years 
rather. than the .last.,10 svears., phate wWaSeede -inadeoten thatthe 
government made to have the plan integrated. 


; There are many teachers still who feel that the federation, 
if you like, the Ontario Teachers' Federation in particular, sold 
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the teachers down the river by allowing integration of the Canada 
pension plan. If :7cvu want to know how they felt, that is how they 
felt. There is still a strong feeling and it would go to any other 
plan that may be imposed. That is why Mr. Hughes has made the 
strong plea about the stacked rather than the integrated. 


Mire MoOCrelbansont  Gassume @the-? corollary of that,weands I 
think you alluded to it, is if there was either an additional plan 
at the provincial level or an expansion of the Canada pension plan 
and it was stacked, you are saying your membership would be 
prepared to pay the additional cost. 


MyeusRictrarason: “I =said” at’ the time “rn -"r966: they were 
prepared to pay--we have not tested our membership so any comment I 
would make would be not a valid statement one way or another. 


Mr. Hughes: I would simply add one China,  tunas, Sour 
members feel strongly about pensions and I think whatever was 
proposed would have to be very specific in terms of its 
implications upon the teachers' superannuation fund itself. Then we 
could test the feelings of the teachers. 


Mr. Richardson: And certainly benefits that would accrue 
from that additional plan. 


Mr. Cousens: Mr. Chairman, a number of my questions have 
been answered and very adequately. One subject that is not 
referenced in your presentation but is an interest of mine is the 
concern that many of us have about the plight of retired teachers 
who are not receiving anything close to the support they had 
anticipated when they did retire before inflation took over. I 
wondered, is the federation doing anything to help those people 
and, if so, what are some of the things you have done and also what 
are some of the suggestions you have to help those who are already 
in need who are retired? 


Mr. -Hughes: I would make a general comment first. The 
most practical help that we ever gave those individuals was our 
support of the concept of the adjustment Etind fice the wadditional 
inflation fund. I think it is fair to say that a very large number 
of teachers who are currently in the profession and may not retire 
for 2% or 25 years are now contributing to that fund and the basic 
benefits are going to be met by those who were originally conceived 
as retiring on a very small and limited pension. 


As I said before, I think an expansion of that concept might 
well be a method of protecting people who retire earlier and live 
longer against the ravages of a time when inflation is going up at 
a much faster rate than predicted. 


As far as what this federation itself has done ror@iocds 
members, essentially what we do is we try to give them very 
specific advice as to retirement patterns and retirement 
investment. We try to advise them as to appropriate ways of 
supplementing whatever pension is available through the 
superannuation fund. We are trying to set up structures by which 
teachers can take advantage of their strengths as investors from 
the point of view of the marketplace and get good returns which 
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will be of benefit to them. 


We are trying to convince them it is not necessarily the 
perfect way to establish a good nest egg on retirement simply to 
put their money into a registered retirement savings plan, add it 
to your house and rely upon society somehow to make sure that is 
the perfect long-term answer. The most practical way I think that 
we are helping is we try to set up advisory packages for teachers 
long before they retire. 


3:10 p.m. 


The practical problem that we are finding--and I think Mr. 
Scott, who was in here this morning, may have touched upon it--is 
that unfortunately many teachers will only recognize the need for 
retirement perhaps three or four years before they do retire and 
any planning and investment which they involve themselves in are 
very late in their investment career. So what we are trying to 
establish as a professional group for our members is to advise them 
that 20 years before retirement they should be setting up adeguate 
investment packages and, of course, as you have heard from Mr. 
scott, there are also other suggestions in terms of where you could 
retire, how you could retire, benefits and so on. 


Also I would like to include--and I am sure the school boards 
won't like this--we are very carefully trying to negotiate for our 
members, through collective agreements, methods by which their 
retirement benefits would be enhanced. 


Mr. Chairman: So you are educating them in many ways. 


Mr. Richardson: Yes. bo ¢Might -+sAuste? comment as sda 
further on that question. I might mention another group that was 
established, I guess with the original impetus from groups like 
OSSTF and the Ontario Teachers Federation, is a group called the 
Superannuated Teachers of Ontario which is trying to meet the needs 
of superannuated teachers through various things, not very much 
financial but in other ways. 


If I can go back and indicate why we have to look at these 
additional things, when we were looking--this goes back to the 
1950s--at inflation and the needs of teachers who had _ been 
Superannuated, particularly those that retired in the 1950s and 
early 1960s and inflation was growing, there was no method of 
keeping up with that inflation and particularly when you got ~inte@ 
the dependant area it became also criminal as to the conditions 
under which they lived. One of our frustrations has been that we 
Started, in about 1954 or 1955, to bring in some kind of adjustment 
fund to index pensions. It wasn't until 1975 that we were able to 
convince government that this was a valid thing. 


It is that kind of frustration that leads us to have to set 
up other programs to accommodate it. Ives guessybone Ss) ofseithe 
frustrations is how slowly we move in the pension area to 
accommodate changing economic conditions. 


Mr. Cousens: To put it on the record, I had a French 
teacher from high school, a Miss O'Shaughnessy, who retired in 1959 
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and who is now in her eighties and is in very tough times; at least 
she was a couple of years ago when I last heard about her. I guess 
she is the kind of a person who has made a significant contribution 
to everybody and has been probably one of the reasons why we had in 
our interim report the desire of government to do something more to 
help those in need. I challenge you to look further at trying to 
help some of those who are already retired. We, as a committee, 
have addressed it in some ways but there are people already, 
through your organization, who have done their service but should 
continue to be looked on as those that are still in need of help. 


Mr. Mackenzie: It was addressed, but we haven't done it 
yet. 


Mr. Cousens: I know. I am glad we went that far anyway. 


Moe Hugnes:. Mr Charrman,- ” Mri’ * OuUrmethtons@my= cright-=nas 
spent much of his time in OSSTF trying to answer this concern. Bob, 
do you want to add something? 


Mr. Ouimet: As in your case, I know a number of retired 
teachers across the province who are in that situation. As a matter 
of fact, in the last month I had an 8l-year-old teacher and his 
wife of 77, both of whom had retired on a B pension with 37 years 
of teaching and who are financially in difficulty. We have a number 
of these across the province and certainly we are interested in 
bettering their position, but I do think that we should be looking 
at the superannuation fund. 


Mr. Cousens: I just say you should be doing something for 
them too, if you can; just don't leave them out there dangling. I 
know we are trying where we can. 


Mr. Hughes: To give you specifics-- 


Mr. McClellan: The government refuses to increase the 
Gains single rate, for goodness sake. Don't lecture people. 


MrJv Hughes: To give a specific example, Mr. Chairman, in 
our budget annually, whenever one of our members retires, the 
organization pays their membership for the First *yearsan this 
Organization called the Superannuated Teachers of Ontario, which 
has nothing to do with OSSTF. I do not say that is an answer. I am 
just saying we are very well aware of the plight of ‘some of the 
retired members. 


Mr. Richardson: If I could just follow that up, one of 
the things that the superannuated teachers do Vis’ identify these 
people who might be having difficulty and make it a personal 
obligation to deal with that and look for resources. Sometimes it 
is not resources, it is just communication and somebody to relate 
to. That is one of their prime obligations. 





Mr. Cousens: It is of great concern when I see people in 
these straits. 


Mr. Chairman: Mr. McClellan's remarks may or may not be 
relevant, but right now we are anxious to hear Mr. Haggerty. 
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Mira Haggerty: Thank? jyouw.y Mr Chairman. In5 think «ies 
McClellan was asking some of the questions I wanted to ask, 
relating to the integration of the Canada pension and the teachers' 
Superannuation fund. You did mention some of the drawbacks, but the 
question Iwant: to direct) iho vou «is» onjspager fivenaeit) saveg birt ere 
the position of the Ontario Secondary School Teachers Federation 
that the teachers’ superannuation fund shall be exempted from the 
PURS system." 


What are the drawbacks in going this route, adding another 
benefit plan to your existing one? This would permit stacking, 
would it not? What are the drawbacks under that conclusion there? 


Mr. Hughes: .Sorry,. what that. really. means» is», if. sinefact wa 
provincial plan, specifically a PURS scheme, were implemented, the 
teachers’ superannuation fund would be additional to, rather than 
part of. I guess that is the difference between stacking and 
integration, that they should be stacked rather than integrated. 


With reference to the superannuation fund, I think simply 
because its nature, Ais scope, its length of time, the 
Characteristics of its investment--I am sure we are all aware of 
the size of its investment--the commitment on the part of 
government to the fund is so enormous and so long established, that 
I can forsee enormous problems in trying to integrate that into a 
provincial plan. 


I am assuming, perhaps incorrectly but I think not, any 
provincial plan would be giving returns on retirement that would be 
much lower to the individual than would be true of the teachers' 
Superannuation fund. I suspect the pattern of investment would be 
different. The rules of investment, as we know from the royal 
commission report, are totally different. I suspect the guarantees 
would be different. They are almost alien to each other in the 
concepts and rules that embody them. I think if there were any 
attempt made to fully integrate them, certainly the teachers would 
have very major concerns, probably more so than is true over the 
issue of the Canada pension plan. We would feel we were losing 
benefits. I suspect people might even say we would feel we were 
Subsidizing other sectors of the economy or something like that. 


Mr... »/Haggerty: ) But») yoursmassogiataon seis, wadamantwatin = ute 
Stand to be exempted under the PURS program. 


Mr. Hughes: It is certainly adamant with reference to the 
PURS scheme because we don't only object to the integration, we 
object to the very concept of the PURS scheme itself. 


| Mr. Haggerty: I thought perhaps I could flush out more 
drawbacks in the PURS program. Is there not any other issue there 


that is of concern to your association that the committee should be 
aware of? 


Mr. Richardson: I will try and add a little bit here. 
Even though we have had difficulty with what might be termed 
negotiations by some, but by some it is not negotiations, with 
government on changes in the teachers' superannuation fund, if you 
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went into an integrated scheme such as PURS, where you are only one 
small group in a larger umbrella, there is no guestion that the 
specific needs of your interest group would not be addressed to the 
Same degree aS in a fund such as the teachers' superannuation fund, 
which was established for the particular needs and differences and 
what not of groups such as teachers. 


3:20 p.m. 


That eiday moeciepalrtcially ) emotional, but? Teo don't think so.rcl 
EHIDK@ bc Gust aveLly  practtcal difficulty “we “nave wher we” look “at 
integrating with a universal plan, particularly when you have a 
plan that has been established with certain, almost guaranteed 
benefits at the end. By integrating, those benefits could change 
Paducal ly. Salmostel overnight. Ie think “teachers “generally .are a 
relatively conservative group-- 


Ane mon amemoers: tnat 1S avsmall "c" is 1t? 
Mr. (Grliiess1ltiwaries £rom election to election. 


Mr. Richardson: --and as such, they put a great deal of 
faith in something like the teachers' superannuation fund that they 
are going to be looked after as best they could without having to 
beauinvolwed sin the financial world, if ‘you Tike, to Look after 
that. They are teachers. Generally, I suppose they are academics, 
although not in every case, but they rely heavily on that. 


Mr. Van Horne: Just following on Mr. Haggerty's question 
and going to the point raised on page three of the presentation, 
they would accept a form of stacking but they certainly do not want 
any part of PURS: Have you investigated other forms and can you 
share with us, if you have, what those forms might be? 


Mr. Hughes: Not really. I will be honest with you, one of 
the difficulties we had with the royal commission report was the 
nature of the PURS scheme. Our objection to that was so severe. Our 
basic premise is that we did not want anything to do with that. As 
I think we said in reference to an earlier question, if there was a 
universal Ontario plan which was structured perhaps more or less 
along the lines of the Canada pension plan, we could see debate 
occurring on the relationship of the teachers' superannuation fund 
to that, but again on the premise of stacking rather than 
integration. It is not the concept of being involved in an Ontario 
plan that we object to, it is really an Ontario plan premised on 
the PURS concept and an Ontario plan into which our fund would be 
integrated. 


Mr. Van Horne: We have been told a fair number of times 
in the Last week that we cannot forget that the Canada pension plan 
is that, a pension plan for Canada, and if we are going to look at 
anything that might be just Ontario, we would not be doing 
ourselves, our province or our country a service. 


You must talk with other teachers across Canada. I am 
wondering if you have talked with them with that sort of rationale. 
I realize the teachers' superannuation fund in Ontario differs from 
funds in other provinces, but I understand there is discussion from 
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time to time. Have you, as teachers in Canada, talked about ways of 
Changing, altering or suggesting changes or alterations for 
retirement funds that could fit in with CPP? 


Mr. sRiLGharasons. lee bhlikac Lt. WOU ld w Delssce es Ouray ac. oe 
there have been no serious discussions in this area. You have to 
recognize what happens in teachers' pension plans across Canada 
where you go from one extreme in Newfoundland, where there was a 
plan which was paid for almost totally out of the consolidated 
revenue, there is no funding, to Saskatchewan, where there is 
direct negotiations as part of a total package, which is true in 
Quebec to a degree, to New Brunswick's found pension plan--in other 
words, when they negotiate their salaries they negotiate pensions 
at the same time. 


Up to this time at least there has been no real interest in 
any prolonged debate on any kind of universality nationally on 
extending that. We have had debate on the Canada pension plan per 
se and where teachers want to sit in relation to that plan, but as 
far as extending what is there, to be honest, there has not been 
any prolonged debate. 


Mr. Van Horne: Two short questions. Are you happy with 
the actuarial evaluation process that. exists now “for the 
Superannuation fund? 


Mr. Ouimet: We are happy and we are not happy. I think 
things appear to be improving. The fact that periodical evaluations 
are being made between the compulsory three-year evaluations I 
think is good. We appear to be having-- 


Mr. Van Horne: Are those in-house evaluations or are they 
done externally? 


Mr. Hughes: Kind of internal. 
Mr. Ouimet: Semi-internal every year. 
Mr. Hughes: There is an external checkup. 


Mr. _Ouimet: As 1 said, things. are. Jimprovind,;. Dut. we ate 
Sti il not totally happy with the process. The Teachers' 
Superannuation Commission now has, of course, a committee that 
keeps in touch with and discusses with the actuaries the reason 
behind the particular methods being used. That seems to be 
important and it seems to be producing results. 


Mr. Van Horne: These improvements would keep the fund a 
little more stable than it appeared to be 1977 when that rather 
large actuarial deficit was realized. Is that correct? 


Mr.._Hughes: I. think. so. (We. have. to be’ careful. in 
distinguishing between actuarial projections and the factors that 
might be leading to conceived actuarial deficits. As I said at the 
beginning, we had some serious reservations, which we still have, 
regarding the interest rate the fund obtains in terms of government 
investments. I think we could adequately demonstrate Chat toes 
the investments have been made over a long period of time at 
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something over what was available, that is, approximating to market 

rate, the actuarial analyses would be demonstrating that the fund 
would be in a more than excellent position at this time. 


I don't mean to be political here, but frankly the concerns 
tend to develop over the actuarial analyses when the fund is 
reported to be in a deficit position and arguments start to erupt 
as to why that deficit has occurred. 


Mr. Van Horne: You can't see PURS as being an improvement 
on the situation you now have? 


Mrmmnughes:so1, donrtiewant) tombe emotional, but, can, «i just 
make one point that may help that I stated at the very beginning? 
From the point of view of teachers anyway, a pension plan is 
something that is created so that they are secure in the knowledge 
of a genuine pension. In my opinion, the basic concept behind PURS 
is floored as a pension mechanism, because there is so much 
individuality allowed that it will create variations in return of 
pension, thereby creating uncertainty in prospective retirees and, 
therefore, in my opinion, will stop being an adequate pension plan. 
It may be an excellent method increasing flexibility of investment 
in the economy. It may bring great joy to Bay Street. I am not at 
all sure it is valid as a method of defining what a pension plan 
should be. 


Mr. Van Horne: One final short guestion. On page six you 
use the word "definite." Could you elaborate on that briefly? 


Mr. Hughes: I'm sorry, sir? 


Mr. Van Horne: Page six in the second paragraph, second 
Tasteline,;. “possibly for a term definite.” 


Mr. Richardson: This was in relation to the Jackson 
report, which indicated that one way to accommodate early 
retirement and assist in the teaching composition was to bring in 
the 85 factor. That report also suggested that by bringing it Pt); 
it might be a term definite, and they use the year 1986 as the year 
the 85 factor would stay in. Then it might revert back to the 90 
factor if the conditions were such that it would accommodate it. 


3:30 p.m. 


Mr. Ouimet: I think our feeling is also that, in looking 
at Dr. Jackson's recommendations, trying out the 85 factor for a 
five-year period and then having a look at the cash flow that has 
produced, the message we get from across the province, for example, 
is that if teachers were offered this 85 factor for a period of 
five years and it was found at the end of five years that changes 
in funding would have to be made to continue, we think teachers 
would be willing to fund that kind of thing, but only if they were 
shown in a very practical sense that the changes were needed. 


Mr. Chairman: Any further guestions? Thank you, 
gentlemen, for taking time not only to prepare an excellent brief, 
but to deliver it and discuss with us your concerns. You may have 
learned something as well from coming here today. I know you had 
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some. concern, »about ..PURS. ~aWe )chaven"t).o.ass. al scommitteec, wmader a 
decision yet. I think you have pointed out that all universal 
programs may not be universally effective in terms of adjusting the 
particular problems of any special interest group or profession. We 
will certainly take into consideration the message you brought 
forward today, so thank you very much. 


Mr. Hughes: Thank peyoud jw Mir. Chairman. Ase Jnesalia, we 
appreciate the courtesy of the committee in giving us a hearing. As 
Tu,said..earhier,:) if. o.we wean be. cof .ispecifacarassistance tkto® this 
committee in its deliberations, we would be very glad to help if 
you would let us know. 


Mr. Chairman: We have with us as well this afternoon Ms. 
Louise Dulude who, I understand, has made a trek from snowbound 
Ottawa by train to be with us today. Is that correct? 


Ms. Dulude: Yes, it was guite an expedition. 


Mr. Chairman: We are delighted to have you with us and we 
want to thank you in advance for appearing. Now you have been good 
enough _to. provide us. with two... documents, which are | entitled 
exhibits 123 and 142, and the members have those particular 
Submissions. Now we are in your hands. 


Ms. Dulude: I guess I had better establish my credentials 
for a start. I am a lawyer by training and I have for the last five 
years specialed in preparing reports on the economic situation of 
women. I will also be teaching law at the University of Ottawa 
Starting next month. My areas of specialty are income security, 
taxation and pensions, all in relation to women. I was asked to 
prepare a short summary to give you verbally the views expressed in 
more detail in the report you have and in the discussion paper of 
the Advisory Council on the Status of Women. So, Mr. Chairman, if 
it suits you, I will start by making this presentation. 


At the risk of repeating what the committee has been told 
before, I think it is important to establish again and again that 
pensions is mainly a women's issue in Canada _ and probably 
everywhere else as well. It is not only in relation to poverty that 
pensions is a women's issue, although that is the only area in 
which it is well-known that pensions is a women's issue. Now in 
this area of poverty I will say very little, except that I agree 
with your own preliminary recommendation that the GIS for Single 
people be increased, and Gains in the meantime. I am, though, 
disappointed that you did not mention in the new report the 
importance of indexing Gains to the cost of Living. LiL tact, cine 
that inconsistent with you having mentioned that you want the CPP 
Or OAS and GIS to continue to be indexed. This is all I am going to 
Say about women and poverty as such and old age. 


The other problems of pensions concern women first as well. 
For example, the problem of replacement of previous earnings to 
maintain the standard of living that people had before retirement 
is almost always mentioned as a man's problem, and that is not the 
case. Inasmuch aS women are in the labour force all their lives, 
they have exactly the same replacement of earnings problem as men. 
Inasmuch as they are not in the labour force all their lives, they 
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have an even worse replacement of standard of living problems than 
men because, for example, if you look at the average replacement 
rate on previous family earnings that widows are getting now, you 
see it is 30 per cent, which is the worst replacement rate you will 
find for any group. Inasmuch as the problem of maintaining the 
previous standard of living is a problem for all the elderly, it 1s 
mainly a problem for women, because the elderly people in the year 
2000*wil’ be women in’ a proportton of 60 per -cent.-“So™ this is 
another demonstration that, if you look at it from these points of 
view as well, pensions is mainly a women's problem. 


Another area that is seldom directly connected with women is 
that of the erosion in value of pension benefits. Now, of course, 
once you think about it, you realize this is much worse for women 
because they live longer, and to put it very graphically, if you 
look at a population of middle-aged people now, you see that of the 
women, more than two thirds will live at least until the age of 75 
and more than half will live longer than the age of 80. Among men 
of the same age, only about half will reach the age of 75 and less 
than a third will reach the age of 80. So when we are talking about 
midexatbtons|oL Wpension benefits. tom thericost Sofi living, weerare 
overwhelmingly talking about women's problems. 


Such being the case, that pension problems are mainly women's 
problems, one would be reasonably justified in expecting pension 
studies to discuss in large measure the problems of women and 
pensions, but, as you well know, this is not the case at ari... This 
is unjustified. I am saying as a woman, as a woman who has talked 
to hundreds of women about the subject at this point, and as a 
representative of women, that this is unacceptable. AS an Ontarian, 
I think the fact that the royal commission report had so little to 
say about women is outrageous, and should not be accepted. In fact, 
if you look at the Ontario royal commission report and the Lazar 
report, at the Cofirentes report in Quebec, at the Senate report, 
you find there are two assumptions generally made about women. One 
is that women will continue to be poor in old age as far as all 
these people writing these reports can see in the future. So they 
are talking of women mainly in the context of benefits for the poor 
elderly. 


The other thing that is assumed is that if you give men good 
pensions in our society they are going to trickle down to their 
wives. This is taken for granted. It is not even mentioned, it is 
so much taken for granted by everybody. 


Se 40'F ps i. 


There are two problems with that. First, it is GnfatrS(ie- is 
unfair because you find women who work in the home who do the same 
work, who are homemakers, and who end up with very different 
pensions. You will also find that a problem with that which is 
increasing is that it is totally unreliable, because with the 
divorce rates we have now, and especially with the divorce rates we 
are going to have in the future--and for pensions we are planning, 
by definition, for the future--we cannot count on pensions for men 
trickling down to their wives. Already divorces are running one Lor 
every three marriages, and the projections for the future are one 
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for every two. So forget the trickle-down theory; it is not worth a 
damn for pensions any more. 


Because of all this, if we want to have a valid analysis and 
valid conclusions about pensions for the majority of the 
people--and let's remember once more, the vast majority of elderly 
people are going to be women--it is important that we re-evaluate 
pensions for fairness towards women and that we try to establish a 
pension system that is going to give pensions to women in their own 
rights, rather than tie them to a man. For it may be unfortunate, 
but the family unit is not a very stable unit any more. 


In thinking about these issues, I have delineated three broad 
areas of things we must do. One is that we must maximize the 
pensions of women who have been in the labour force all their 
lives. Second is that we must find a way to give good personal 
pensions to women who spend most of their lives working in the 
home. Third, fairness reguires that there be a mechanism of 
equalization of benefits between husbands and wives in recognition 
that marriage, as it is, is a partnership. 


Let us deal first with pensions for women who are in the 
labour force. This is for women who spend most of their lives in 
the labour force, so the problems are the same as for men. Having 
looked at the two broad options that are presented, which are 
expansion of the Canada pension plan or mandatory private pensions 
of some kind, I think it becomes guite clear that for women as well 
as for men, expanding the Canada pension plan is better. In fact, 
it is a lot clearer in the case of women why expanding the Canada 
pension plan is better. 


The main arguments why the Canada pension plan is better for 
men are immediate vesting, full portability, universal coverage, 
full indexation, predictability of benefits, survivors' benefits, 
the fact that the effective reforms would be felt much faster than 
in mandatory private pensions. Some of these would not be curable, 
as you know, under mandatory private pensions. You still would not 
have full indexation. You still would not have benefits that would 
be increased before 30 or 40 years. 


There is one reason why some of these elements are more 
important for women. Portability is more important for women 
because of the higher turnover. As I mentioned already, indexation 
is much more important for women. 


The following are reasons why mandatory private pensions are 
SO much inferior for women than for men. The first is the 
Subsidization of low-income workers that is contained in the Canada 
pension plan. The reason this is important is that even the most 
Optimistic projections about the participation of women in the 
labour force tell us that even in 100 years, women in the labour 
force will still be getting salaries that are much lower than men. 
So subsidization of low-income workers is really subsidization of 
women in the Canada pension plan or in any pension plan. And It is 
important for women to be able to participate in plans that have 
Such features as the basic exemption and the 15 per cent period of 
dropout. 
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Another reason why the Canada pension plan expansion is 
better for women is that it is much easier to have equalization of 
benefits between the spouses within the Canada pension plan than 
with private plans. This is very clearly evidenced by what has 
happened in the last few years. Now we have egualization of 
benefits on divorce in the Canada pension plan on a voluntary 
basis, but it has been adopted. 


If we look at private pensions and the progress that has been 
accomplished as far as equalizing credits on divorce, we see that 
only Saskatchewan and BC have that in their family law. Manitoba 
had it in its law, but its appeal court invalidated that about six 
months ago. “in ®Ontdrio,; “it™ is far from done," and“ even the Ontario 
royal commission was recommending that private pension credits not 
be split on divorce. So, as far aS women are concerned, it is much 
better to have it done once, in one national plan, than this 
patchwork which means that your pension would very much depend on 
what province you live in. 


The last and most important reason, by far, why women would 
be better off under an expanded Canada pension plan, is the dropout 
period for child-rearing years, which you certainly would not find 
under any mandatory private plan, and the possibility of 
integration of homemakers directly in an expanded Canada pension 
plan. On the coverage of homemakers, Il would like to reformulate 
the guestion right away. The question is not whether homemakers 
should have pensions or not. They already do; this ois* what 
Survivors' benefits are. The question is whether another system of 
pensions for homemakers would be better and fairer than survivors' 
benefits. 


If we look at survivors' benefits today, we find that they 
are just about the worst type of homemaker's pension we could have. 
First, they rise with the husband's income. It does not matter what 
work the woman has done, or how deserving she was. Who pays for 
Survivors' benefits? Not the husband, or if he does, it is very 
little. Since everybody pays the same CPP contribution, the people 
who are proportionally paying more than their share to subsidize 
survivors' benefits, if you look at the people in the labour force, 
are the married women in the labour force. It is married women in 
the labour force who are subsidizing survivors' benefits for 
homemakers at present. 


Also, of course, survivors' benefits do not give benefits to 
women at the age of 65, nor do they provide them with disability 
coverage before the age of 65. So they are not adequate either. 


Instead of these very inadequate homemaker benefits that we 
have, I have made proposals for a better system, whieh downot 
necessarily think is the best possible system, but I am thes-first 
person, it seems, who has ever Sati*downto®8 try ~ tovidevise one 
because nobody else has cared to, even though there have been many 


millions of dollars put into studies by governments for pension 
reform. 


When you look at homemakers, the first distinction to make in 
relation to pensions is between women who are spending most of 
their lives in the labour force, leaving it only for a short while 
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when they have children and then going back, and the other group, 
which 1S women who are mainly at home. They may spend a little time 
in the labour force before they marry, but they spend most of their 
lives at home. 


Here, let me correct right away a misconception that often 
arises. People often say, "Well, the women who are staying at home 
must be only the well-off ones." But there is no evidence of that. 
I nave looked at figures, and there is no evidence that women who 
Stay in the home on a full-time basis at this time are mainly 
upper-income women. It is very hard for a woman of any social class 
or husband's income class to find a job in her fifties and early 
sixties right now, and these are the women we are mainly talking 
about. 


S350 Sperm? 


Of the women who are mainly in the labour force most of their 
lives and who only stop for a few years to take care of their young 
children, there is a broad consensus that the dropout period in the 
Canada pension plan will take care of their needs. It is important 
to remember that if you leave the Canada pension plan as it is, and 
you have another layer of mandatory private pension, then the 
dropout period is only going to have half as much value for women. 
It is all very well for the royal commission of Ontario to say they 
are sin favour .of “the dropout) period,» but iby “saying Jtheys wanted 
mandatory private pension, they have just reduced its value by half. 


The dropout period is the one thing where there is a broad 
consensus. The second question is just an expansion of that, again 
for women who are mainly in the labour force all their lives. It is 
to expand this dropout period to cover women who are taking care of 
disabled relatives, who are so disabled that they would give the 
person who is in charge of them a right to exemption under the 
Income Tax Act for having a disabled relative. 


This should also be included in the dropout feature for the 
reason that taking care of children under the age seven, or of very 
disabled relatives, are tasks that are beneficial to all of 
society. If these women didn't do it, we would have to pay for it 
to be done in institutions. So it is unfair to penalize them by not 
allowing them pension coverage during that time. 


For women who spend most of their time in the home, and again 
we must make a distinction between those who have young children or 
are taking care of disabled relatives, and those whose children 
have left home or who do not have disabled relatives. On the one 
hand, those with children or disabled relatives are in essence 
doing the same thing as the ones we want to give a dropout period 
to. So it is unfair to subsidize the benefits of women who are 
dropping out for a while to take care of young children, but to 
give no benefit to women who are taking care of young children but 
do not go back into the labour force. 


In that case, since they don't have a salary on which to base 
the benefits, I think we have no other way but to impute a value 
and to give them a level of pension credits based on that imputed 
value. 
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I am proposing a level which is equivalent to half the 
average ‘wage. (The reason. I “am® proposing: that ‘is -that itis 
approximately equal to the minimum wage, or slightly above it, and 
corresponds to homemaking services. Even more important, it means 
that if a woman moved from work in the home to work in the labour 
force, her pension would not be reduced. It would, of course, be 
unacceptable that if a woman went out into the labour force, her 
pension should diminish. This is why I am proposing this level. 


For women who are at home taking care of young children, 
these pension credits should be free because they are _ the 
equivalent of the dropout period that women who drop out of the 
labour force are getting. Like the value of that dropout period, 
this should be subsidized by other contributors. 


In the case of women whose children have left home--we are 
now talking about the category of women generally between 45 and 
65, who are at home full time--I suggest that we impute the same 
level, half the average wage. But in their case, since they are not 
working for all of society but they are working for their family 
and more specifically in most cases for their husband, I suggest 
that it be the husband who is asked to pay the contributions. This 
would move the burden of pensions for homemakers from the unmarried 
and married women in the labour force who are now subsidizing 
Survivors' benefits and put it where it belongs, which is on 
husbands who are benefitting from the labour of the women who are 
at home, from the free services these women are giving them. 


I am sure several of you must have wives in the home and if 
VoUmeC hin keanout nl UrasyOUswilliefind sity falrnethay it be you who are 
paying these women for these benefits. 


In terms of method, I have suggested that it could be made 
Mandatory. We wish we could force husbands to pay this? Another 
method which might be better would be to say that whenever someone 
claims the married exemption under the Income Tax Act for a 
dependent spouse, or the equivalent married exemption, which could 
be for a daughter or a mother who is keeping house, to be able to 
claim that deduction you have to pay the Canada pension plan 
contribution for that person. In the case of husbands who are under 
a level of income where it would make it worthwhile for them, I 


Suggest there be a credit to help them pay thisim@coneribution cor 
their wives. 


The first item you will remember was improving benefits COT 
women in the labour force and the second was’ benefits for 
homemakers. The third is equalization of pensions between the 
spouses and the first one is at the time of divorce. Maybe I should 
say first that there were proposals, and this is what the Senate 
committee has recommended, that there be a continual spolattings or 
benefits; that as soon as the benefits are acguired under the 
Canada pension plan, they be split every year between the spouses. 


I do not think this is a good idea because it would reduce 
the value of the husband's disability pension in the case of 
one-earner families. Also, if the wife were 10 years younger, for 
example, when the husband reached the age o£.'65,!) he would=only' get 
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half a pension, again in the case of a one-earner family. So I do 
not think that the continuous splitting of Canada pension plan 
credits between the spouses is a good idea. That means we have to 
consider special situations like divorce, ongoing marriage and 
death and what to do in each case. 


In the case of divorce, we have in the Canada pension plan 
the option of the wife or husband asking for the splitting of 
credits within three years after the divorce. The problem is that 
it is not working at all. The last figures show that about two per 
cent of spouses are reguesting this splitting. 


Part of the reason seems to be that there is lack of 
information. Even more important is the fact that under the age of 
35 to 40, people do not think much of pensions. They are not aware 
of the importance of pensions and are quite willing to seig 
pensions in exchange for a cash benefit. 


Considering particularly in this case that we are dealing 
with a woman who is divorcing and who probably is in financial 
dviticuleles eel \thinkavitesrs qunreahisticalito expect that she will 
say, "No, I will not take this small amount of cash in exchange for 
renouncing the splitting of Canada pension plan credits." It is 
inevitable that she will give up that right. In the same way that 
we force people in the labour force to have pensions by making 
participation in the Canada pension plan mandatory, this splitting 
on divorce should be mandatory, that it be impossible to renounce 
the splitting, that it be automatic and mandatory. 


4 alls 


In the case of private pensions, I made representations two 
years ago when the Family Law Reform Act was introduced here. 
Unfortunately, we women's groups did not know very much about 
pensions at the time, so at that time we did not stress the 
importance, aS much as we should have, of including pension credits 
in the family assets, to be split between the spouses on divorce. 


At this point, there probably would be hundreds of women 
willing to come and say that. Unfortunately, we did not do it at 
that time as much as we could have. So we will not blame you 
parliamentarians for not having done it, because we did not really 
stress it very much at the time. But it should be done now. 


The same with the splitting of RRSPs. This should also be 
included in the assets to be split on divorce, the same way as it 
is in British Columbia, Saskatchewan and in the law in Manitoba. 


In the case of an ongoing marriage that continues well past 
retirement, the easiest way to equalize pension benefits would be 
when the youngest spouse reaches the age of 65. At that point you 
could have an equalization of benefits for the years the spouses 
weressmanr Led.» Soveeti- is 4note athaliaands halt business, unless they 
were married all their working lives, but this would occur when the 
youngest reaches the age of 65. 


At the time of death, my proposals entail abolishing widows' 
benefits. If there are no widows'! benefits, we have to look at the 
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categories of widows to see which ones could do without widows' 
benefits or would need some other form of help. If we had 
homemakers' benefits and if we had equalization of benefits--I am 
always talking about the Canada pension plan--when the youngest 
reaches the age of 65, we would not need survivors’ benefits for 
those whose spouse dies after the age of 65. There would not be a 
need; their pensions would be high enough without it. You could 
abolish these dependents' benefits, so we would get out of all the 
difficulties of determining which of the man's four wives is going 
to get which part of the pension. 


We have to look at other situations such as that of the wife 
Bded@ 50ntto, 65 who gis, unablewto twork.weThatyeis = as,ivery .diifacultr 
question. I must say I have not got a solution to that. 


You may consider giving some kind of unemployment pension to 
these women on the justification that they were working for their 
husbands and they became unemployed and so maybe they should get 
this unemployment pension because they do not have a job. Another 
possibility would be an income-tested benefit. 


The one thing we know for sure is that the present system of 
giving survivors' pensions to men and women, full  survivors' 
pensions to men and women, starting at the age of 45, whatever 
their earning capacity, is a waste of money. We have to find 
something better than that. It is throwing money down the drain. 


In the case of wives who are younger than 50 who have young 
children, there have been very good proposals by the Cofirentes 
group in Quebec. They have proposed that there be much higher 
pensions given in that case for a much shorter period. So that when 
the children are all at school, the benefits would disappear. 


In fact, the effect of* that would” be. to give benefits for 
children and for a child minder. They would not be widows' benefits 
at all; they would be benefits for children and for having someone 
take care of them. That would solve the problem of when it is 
someone other than the mother who is taking care of the children. 
Now if it is somebody else it is still the mother who gets the 
benefits, so you are not reaching the person you want to reach. 


Briefly I will go through a few suggested changes in the 
private pension area. In the area of vesting, I think your proposal 
oretivelvyearseasestill a’ long) time. off. youv.lookitat. the economic 
study--I cannot remember what study it was where I read that very 
few women in the labour force stay in the same job as long as five 
years--a five-year period as far as women are concerned would cover 
a very small part of the female labour force. 


In terms of indexation, I favour the inflationary earnings 
and that sort of indexing, deferred benefits and benefits in pay. 
In terms of survivor benefits, I am in favour of your proposal for 
Mandatory joint and survivor options with 60 per cent at least. I 
did not see, and I would ask that you consider, the possibility of 
requiring that before spouses give up the right to this pension 
they have to get independent advice. They would get a certificate, 
the same way that used to be required, or may still be required in 
the western provinces, before a woman can renounce her dower 
rights. In many cases, they have to prove that she received 
independent legal advice. 
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The Last: thing) is:-that).] favour «the ‘vselto£t -untsex, tables: -in 
all cases, if. this “is not®'donelmat the: present time, 45° muchsrtor 
money ~purchase («plans as for “any= kind »of ‘annuities, -.and— for 
registered retirement savings plan annuities as well. 


That. (is thes gist: offatspeand/jI swill beitgladicto answer=:your 
questions. 


Mr. = Chaarman? Mayen sjust vaskfiyvou,n tomstart tthmgs lofts aa 
the suggested reforms to the Canada pension plan, whether they 
would include an overall enrichment of the plan in addition to the 
provisions that you have made for, for example, the homemaker? 


Ms... Dulude: Yesit-l-am*sorryickf -this;was notiicléear. 


Mr. Chairman: If so, do you have any figures in terms of 
cost of that and what it might mean in terms of premium increases? 


Ms .1,Duludes, No») Thdoy,s notwiedy fame Ssorry,.n thes Advisor 
Council on the Status of Women does not have the financial Capacity 
to have this done. Probably it would be similar to the labour 
congress calculation, except for the fact that there would be a 
great saving from the abolition of the survivor benefits. This is a 
very expensive benefit at this time. 


I have asked that maybe the status of women department in 
Ottawa ask the department of insurance to try to calculate how much 
such proposals would cost. I would be pleased to provide them if I 
had them. 


Mr. Chairman: The other point, and I think you have made 
it, is that the drop-out provisions would really be a beginning for 
complete coverage of the homemaker, or eventually to expand that 
for coverage of the homemaker who is really making a contribution 
on an even longer basis to her family. 


Ms. Dulude: It would be what someone has called a drop-in 
period for those who are outside the labour force all their lives, 
and it would be the drop-out period for those who are in the labour 
force iahiycheiradivesy but: :drop iodt# forara, few years when they have 
young children, the child-rearing drop-out period that would be 
integrated in. For women who are outside, for the years they are 
taking care of young children, you would impute this Salary equal 
to half the average wage and give them free coverage, which would 
be the drop-in for that time ‘theyesare =~ taking care of young 
children. When they are not taking care of young children, you 
would also include them on the basis of an included income backed 
with full contributions paid by the husband. 


4:10 p.m. 


Mr. Chairman: I am assuming you would agree that the 
benefit of a woman looking after her family, especially children of 
tender years, is indeed a great contribution. If that is so and 
worth while, then I suppose there would be certain Savings to the 
public in that regard as well. Do you try to calculate what the 
full savings may be? I am thinking of maybe day care or certain 
services, family services, that would at one time be performed by 
the wife which may be now institutionalized and being paid in some 
part, say, from the public purse? 
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Ms. Dulude: There would be no saving from that because I 
don't think any women who are in the labour force would drop out 
for that reason, because they wouldn't get any salary out of it. 
The salary would be a hypothetical one. We would just take that 
figure and give pension credits on the basis of that figure, but we 
wouldn't pay her a salary. 


Mrs scnarrmans “ie -underscang schat “but you ~don"t’= think™ there 
would be any incentive-- 


Msc. Dultide: No. Te “wouldnt ebe any -inecentive to drop -out 
of the labour force. In relation to the other ones that don't have 
young children, it was mentioned by some that if the husband was 
asked to pay the contribution there might be an incentive, the 
husband might encourage his wife to go into the labour force anda 
she would pay her own pension contribution, because at the present 
time there are husbands who prevent their wives from going into the 
labour force because they are going to lose the married exemption. 


It is one of the elements that enter into consideration in a 
woman going into the labour force, but let's take the case of the 
woman who has young children. The choice would be between staying 
home and being covered and getting pension credits equal to half 
the average wage or being in the labour force and having the same 
pension coverage or a higher one. So what would be the incentive? 
She would get the same or more pension coverage if she were in the 
labour force, plus in the labour force she would get paid. 


Mr. Chairman: I understand that. 
Ms. Dulude: There would be really no incentive. 


Mre"*<nairman:- Soy “you don't “think@ 1t— “would ““arfect™ the 
number of women who would stay at home as opposed to those who are 
now going into the work force? 


Ms. Dulude: No. Already though there are very few women 
in the labour force when there are young children. I am thinking 
now of less than seven. The participation rate is very low when 
there ‘are’ young children. ~The” full-time” participation “rate” is 
gomewhere “around 20 ®per cent. "I ~didn*t mention, ‘because it ‘ds 
already complicated enough, that another provision I make is for 
women who are working part-time while taking care of young 
children. In that case, I think she should continue to contribute 
on the basis of her own earnings but be given the pension credit 
equivalent to the difference between her earnings and half of the 
average wage. So a woman who is working part-time and a woman who 
is working full-time in the home would get the same pension credits. 


Mr. Chairman: You, by the way, haven't been chatting with 
Madame Monique Begin, have you? 


Ms. Dulude: Yes. 
Mr. Chairman: And how does she receive your proposals? 


Ms. Dulude: She is noncommittal. I have not succeeded in 
getting any opinion out of her on the subject. 
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Mr: Gallies::Donttiiknock fitomAtibbeastenyoau pookestogtare ta 
her. 


Mr. Chairman: Mr. Cureatz, you have a question? 


Mr... Cureatz: )Thanki you, Mr. Chairman, Lt sdoes) notehaves to 
do with the CPP, but a more practical problem which I was very 
interested .in.s« You have. come. up with,.something.that -I think the 
committee has not grappled with before and something we could be 
taking a look at. That is your comment about the Family Law Reform 
Act and the possible inadequacies in that area regarding 
separations and divorces between couples. Have you made any 
specific representations or letter-writings in this case to the 
Attorney General, indicating what you would or would not like to 
see reformed under the Family Law Reform Act? 


Ms. Dulude: No, I have not personally. The change to be 
made is a very easy one. It is already, as I mentioned, in the law 
of British Columbia and of Manitoba. 


Mr... Cureatz:, . Mainly /toi -ensurne) thateiatienis pales ocemthe 
negotiated settlement, say, as is the matrimonial home. 


Ms... Dulude:,, Yes.» lt. iS. part, of, the. same group. of, assere 
that are shared almost automatically. Now they are not part of that 
group of assets. They are part of another group of assets where the 
wife must prove that she helped to acquire them, which is a very 
difficult proposition because the onus of proof is on her. 


Mr. Cureatz: It places the larger onus on her. 


Ms... Dulude: Yes. .-If «she wasn't ain the “Yabour)- force 
herself, how is she going to prove, that? It is very difficult: It 
assumes that the pension plan is not part of things that spouses 
accumulate together. In fact it is turning out to be by far the 
most valuable asset of most couples. 


There was a case in British Columbia, the Rutherford case, 
where I think they estimated the value of the husband's pension at 
age 55--and he was a middle-level public servant--was around 
$250,000. So to include the home and to leave out an asset such as 
this is really to say that the most important thing that spouses 
have accumulated will not be shared. 


Mr. Cureatz: How would you see, on a practical basis, the 
pension being split? 


Ms. Dulude: How would it be done? 


Mr. Cureatz: Yes. On a cash basis to the wife now and the 
husband getting the pension later? 


Ms. Dulude: I don't think that is the way it is done in 
BC. There is a whole range of choices because it is done in the 
States a lot, especially in California. 


Mr. Cureatz: If we get into details, we could check on 
that. 
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Mane bulideskalt eeyou, are jinterested;) m-)shaver-raeyiot, -of 
articles on the subject. 


Mr. Cureatz: I suppose in »regard. (tor the redrstered 
retirement savings plan the same thing applies. 


Ms. Dulude: The same thing applies. It is easy, in that 
ease LEOeSD Lt: 


Mr. Williams: On the point you just made, Mr. Cureatz, 
the Ontario Pension Commission is looking at the matter now of 
making amendments to the family reform legislation to recognize the 
sharing of pension benefits. 


Me veiDudude 7/L think Vitay-was: duite! misleading». EPoiverecalrt 
POrrectivim thes way "Lt wase pute sin = tne report “Of -Pthem royal 
commission, it said it is to be taken into account. I am sorry, if 
you are familiar with the report, maybe you could quote it to me. 
But it was to be taken into account in assessing. It didn't say 
alimony, but when it was reported, it gave a lot of people the 
impression that some of it was going to be given to the wite ..'So *a 
lot of people didn't react because of that. You had to be a family 
expert, as I am, to realize that in fact it meant that it wasn't 
going to be taken into account at all. It was said in a fancy way. 


I forgot to bring up the question of what happens between the 
ages of 60 and 64. The royal commission has recommended that the 
spouse's allowance be abolished. The way it was said misled a lot 
of people because it didn't come right out and say they should be 
reduced to welfare. It didn't use the word "welfare," and I had to 
translate this for so many people who, when they realized what it 
meant, were outraged. Instead of doing it that way, I think the 
fairer thing to do would be to have an income-tested pension 
starting at the age of 60 for everyone who needs it. 


Mr. Cureatz: My final inquiry was whether you thought Tide 
would be worthwhile if the committee decided in its wisdom that 
there should be some direction to the Attorney General to look at 
the possibility of amending the Family Law Reform Act. Would you 
think it would provide some weight if we gave that consideration? 


Ms2) 2Du bude Ine swouldiw veryis muchs vebe eerinredfavoursjtofaeothe 
committee recommending that it be done, that it be included in the 
assets to be split. 


4:20 p.m. 


Mr. Brandt: Mr. Chairman, an earlier speaker used some 
numbers to describe the age expectancy of males and females and did 
it in a somewhat different fashion to the way you did it. I would 
like to give you these numbers and see if you agree with them. I 
Cannot recall who the speaker was, but I believe the remark was 
that males and females, by a percentage of about 80 per cent, will 
live to be exactly the same age, only 10 per cent of females will 
Live..to--a -bonger .age,y .and..10. per. cent of males to a lesser age. 
Would you agree with that? Is that exactly what you Sa10ge OUL t nen 
different way? 


Mao @DilLGde waeveGaen Lt. isSeoudamelsedecad ditferent’ way ~of 
calculating, but that is true as well. I calculated that too. 
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Mr. Brandt: That was in defence, I believe, Mr. Chairman, 
of the unisex tables for actuarial purposes. 


Mr. Chairman: There was not any recommendation to enable 
men to live longer, though, to equalize it. 


Mrs» Brandt: 1. think “we Should legislate “that. while. we 
have an opportunity, but we can look at that later, Mr. Chairman. 


You did not comment on one very large sector of the female 
labour force, which is one that we have termed the permanent 
part-time worker and is made up primarily of females working in 
retail stores and this kind of thing. Although your approach might 
Change the method by which we would cover those kinds of people if 
we determine to so do, have you any thoughts as to where a 
part-time or a full-time employee might be determined in terms of 
the hours of work? Have you given any thought to that? 


I recognize that what you were saying by having a homemaker 
covered, aS an example, would perhaps offset that to a certain 
extent because this person, at least theoretically, would be 
working part time in the home and part-time for Simpsons or Eaton's 
Or in a retail store or whatever. Have you given any thought to 
that area? If, in fact, we are looking at coverage not for the 
homemaker, aS you are suggesting, but for permanent part-time 
workers to cover at least that segment, we have to come up with 
some definitive periods of time. 


Ms. Dulude: It is, in a way, a question of definition 
because a part-time worker is a part-time homemaker, so I looked at 
it from one end and you are looking at it from the other. I looked 
at it from my end after concluding that it was very difficult to 
look at it from the other end, especially after having assimilated 
what it said in the Lazar report. It said that in the case of many 
low-income workers, and that includes the majority of part-time 
workers, it would not be a good idea for them to be forced to 
contribute to a pension plan. 


I deliberately say "forced toomcontrebute 22 not "tq 
participate." If they are low-income, they would end up collecting 
less than what they had given up because of the GIS and the tax 
(inaudidble). This is why, if there was an expansion of the Canada 
Pension Plan--of course, I looked at these things in the context of 
my proposals--I was recommending an increase in the basic 
exemption, because if the Canada pension plan were doubled, I do 
not think that low-income workers could pay double contributions. 
So I was recommending expanding, but nobody would be dropped out 
because the part-time, in that case, would be covered through the 
other system I am providing. 


Another thing has been suggested, namely, if there was no 
direct inclusion of part-time workers on the basis of future higher 
earnings, the basic exemption be increased, but that the people not 
be dropped who are under the basic exemption. You could still keep 
the same level but have a zero contribution portion. That does not 
take care of your question, but you would have to calculate--I 
think you would have to have calculated--at which point it would 
not become so productive for people to be forced to contribute. 


aT 


That is another reason why I think a PURS-type system is not 
good for women because they are mainly low-income workers, and you 
would find in many cases that it would be counterproductive to 
Porce Scher co contr rpuce to “those Pans. *"In *fectiebethinkschat is 
one of the reasons why the Canadian Life Insurance Association's 
recommended mandatory contributions would only start at a certain 
level--is it $8,000 or $10,000?--because they may well have 
calculated that below that the people could not break even. 


Mr. Brandt: In an earlier question from the chairman with 
respect to the cost on your various recommendations, you indicated 
Pou sdtosenotesiave the-- resources to -Calcttate=*thosecoster™ I= sce 
where Madam Bégin--in your report at least you are quoting her--has 
Said that part of the problem is one of cost and that it is going 
to take pressure from the taxpayers to bring about some changes. 


Ms. Dulude: That was specifically increasing the 
guaranteed income supplement. 


Mr. Brandt: She was not referring to a pension in that 
context. 


Ms. Dulude: No, because my recommendations imply some 
EaviIngGe tt thie Cee, is tlevyelted, or course. tne Cost" “of © tne 
contributions will be increased, but there are savings through 
abolishing the survivors' benefits which would be substantial. It 
is not clear where the result would be if she compared that with 
the Canadian Labour Congress recommendation, for example. It might 
end up being a lot cheaper. 


Mr. Brandt: What I wanted to get at is, are you aware of 
a pension plan in another jurisdiction where homemakers are covered 
that you could perhaps give us some information on, something that 
we could either look at or compare to? 


Mss?) bu lide: There are’ @severalt+"One Vis San*-France-* where 
they are using that inflated income of half the average wage. There 
are two systems. One is for low-income families and, in that case, 
they do not pay any contributions. They have to have children aged 
less than 12 or something like that. There are no contributions to 
be paid because the contributions come from the family allowance 
fund which is there as a contributory fund which workers pay into. 


For other women who do not have young children, or when the 
children grow up, or if the family has a higher income and the 
woman is at home, you find the same system you have in several 
other countries, which is a system of voluntary contributions. I 
think I list in my report several countries where they have or they 
have had at some time a system of voluntary contributions by 
housewives. 


Mr. Brandt: That would be funded by the spouse, I would 
imagine. Is that correct? Are they government subsidies? 


Ms. Dulude: Te was “the wite ““nersél ft” =vayingetor ‘it, 
presumably with money which she got from her husband. It did not 
work anywhere. This is the report on five or six countries. 


Mr. Brandt: Yet, you are recommending-- 
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Ms. Dulude: There are very few, not voluntary _ 
contributions, not at all. 


Mr. BEeandte.ou Stare saying that the homemaker pension 
worked, but not the voluntary contributions. 


Ms. Dulude: That is right. The one in France, based on a 
computed income where it is three or four women with young 
children, is working fine. Voluntary contributions, which have been 
mentioned many times by Madam Bégin--and I stated that I did not 
like that--do not work, because what happens, of course, is if you 
give people the choice of participating, it is only the ones who 
have money left over who will participate. 


Also, you will have people participating only starting at the 
age where they realize such a thing is worth while, at the age of 
40 or something. So they are participating. If you have a system 
like the system here, people participate all of their lives. The 
fact the pension gets more expensive for them as they get older 
does not matter because they contribute all of their lives. 


But if you have a system where you have a group of people who 
only start contributing at 40, who then get the same pension if 
they .contribute from.°40..to’ 50 sas: if they had contributedmirome 20 tea 
40, based on the same benefits, that is a lot more expensive for 
the plan. 


4:30 p.m. 


I am afraid I am not making myself clear. Generally speaking, 
voluntary contributions are not at all a good idea and I would not 
recommend it. That is why I tried to find a plan where, in the case 
where there are young’ children, all women would register 
immediately. Of course, it would be to their advantage, the same as 
the French system. 


In the case of the ones who do not have young children--that 
is why I tried to find an objective criterion to identify them--I 
think the married exemption under the Income Tax Act is a good one. 
Whenever you have a dependent spouse keeping home or a dependent 
daughter keeping home or a mother or--my recommendations are 
nonsexist, so it could be the father keeping home--then you have 
that deduction available in the Income Tax Act. The person is 
eaSily identified. So to say that whenever you take this exemption 
you have to pay the pension contributions for that person, you end 
up covering practically everybody who is homemaker. 


Mr.g. Brandt: . [Ei Je could, .clarity.fLomesbhne .~cCandpoint sof. ihrem 
you would anticipate doing the funding for this again, the one 
method you mentioned would be a mandatory contribution from the 
spouse rather than voluntary. That is one. 


Ms. Dulude: Yes. 


Mr. Brandt: Second, a shift to some other program that 
would perhaps be redundant at that point; I think you mentioned the 


old age supplement as one possibility. You would take some funding 
from another program. 
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Ms. Dulude: No. 
Mr. Brandt: Did you not mention that? 
Mr. Chairman: Just survivor benefits. 
Ms. Dulude: Survivor benefits would disappear. 


Mr .oaBrandte. Thatiefunding,’ would, be» apphkied jagainst. the 
funding that would be required to fund the homemaker pensions. 


Ms. Dulude: For the homemakers who have young children, 
that would be a very insignificant cost. There are very few women 
of this age who do not go back to the labour force within seven 
years after they have a child. In terms of percentage, it LS noc 
very hrgh.-rt would be less costly than the drop-out period. The 
drop-out period, if I recollect, has been estimated as 0.02 per 
cent. Does someone here recall the child rearing drop-out period? I 
think the cost would be 0.02 per cent additional cost and the free 
participation of other homemakers with young children would be 
considerably less than that, to give you an idea. 


Mr. Mackenzie: This may be a little bit unfair, but it 
seems to me that inasmuch as we are now dealing with the whole 
broader issue of the basic pension system and what we do with 
Canada pension or what is the best approach, I am wondering if you 
have any observations on the politics of what seems to be going on. 


Most of the comments you have made are ones I do not find it 
aifficult to agree with. For a while, we had Madam Bégin going 
around the country saying how drastic the situation was and how 
much we needed to improve pensions in this country and she seemed 
to be directing her fire at improvements to the whole system of the 
CPP. Yet in the last two or three months there is certainly a 
perception abroad, if indeed it is not fact, that she has been 
backtracking like hell all over the place, or at least being an 
awful lot less firm on the position she was taking in earlier 
speeches. 


Janae gUSE eCcUmLOUS; «aS gto™ whether or not, frome euvour 
perspective, you have any view on the politics of what is going on, 
because the decision we are going to make, in spite of all of the 
figures and» all) of y:ithe arguments, we. get, here, is going’ to be 
basically a politically decision. 


Ms. Dulude: I do not share your perception because I was 
distressed throughout about the fact that Madam Bégin's statements 
were so vague all the time, that she never did actually come out in 
favour of any particular option. In fact, the only thing that she 
did keep mentioning, and even then not exactly say she was in 
favour of, was voluntary contributions for housewives, which I do 
not support. 


Mr. Van Horne: Excuse me, not even as an interim step? 
You would not accept that as an interim step to any modification? 
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Mss _Duludes:: I . think’ that® was’ ‘one  ofthermpiviews am bute. 
think «<Lt"wotlld not ‘be *an-interim. step. I think’ Lt swould ciocscemthe 
door. Some people have said: "Why aren't you in favour of voluntary 
contributions?’ Lt* would®'be the «beginning, “the foottan tthe acorn. 
then we would get other women to contribute." After thinking about 
it very seriously, I have concluded that it would take away the 
incentive of all the women who are sensitized about this issue now 
and who are pushing for some system of participation by housewives. 
It would shut them up and you would have killed your lobby for fair 
homemaker participation. 


Mr. Chairman: And then charge them after. 


Ms. Dulude: If I had thought that, I ‘would have supported 
TeG 


I was going to add that politically there has been very 
little happening from Ottawa recently. But they may have their hand 
forced soon because there is a great deal of activity in Quebec 
right now. I saw a press report saying that the government of 
Quebec was considering making up its mind within the next few 
months. 


Mr. Chairman: For amendments to the Quebec pension plan? 


Ms.  Dulude: As to improvements to private plans’ and 
possible expansion of the Quebec pension plan. 


MrsonChairman:, You sthinkvathaty widdagotorce tthemalfederar 
government to address the Canada pension plan if they are going to 
remain parallel plans? 


Ms. Dulude: Yes. 


Mr. Haggerty: Well, hasn't the federal minister 
responsible indicated to the private sector to clean up their act? 
If they didn't do it, she was going to do it. The reports I ‘have 
read indicate that if ‘they’ do not’ ‘cYean) it) up,’ she is*going to=sten 
in with amendments to the Canada pension plan and perhaps the 


Private sector plans, saying, "You are going to have to come this 
way." 


Ms. Dulude: Madame Bégin cannot speak like that because 
she is not Prime Minister. 


MrvveHaggerty 8 That sveright.i SOorthere = istoa Ugredn: paper 
coming out on it, and probably there will be recommendations in 
that for the government of the day to act upon. I suppose she is 
not going to let that’ out -Gntil “the ttimeiis Tighe for ies 


Mr. Brandt: Until she has talked to Mr. MacEachen. 


Mr. Haggerty: I don't know. He may go yet. 


Mr. Mackenzie: There is no money in that federal budget 
for it. That is why I have my doubts about it. 
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Mr. Haggerty: Te may be -in the upcoming opening of 
Parliament; perhaps in the throne speech there will be some 
indication that they will follow that. It will take them a couple 
of years to implement it; so by that time MacEachen can change his 
mind, and maybe the economic climate will have changed and look 
better to provide additional government revenue. I don't have to 
tell you that, Andy. You know that from municipal experience. 


Mr. Chairman: I do not think Ms. Dulude has come before 
us aS an expert in political posturing. 


If there are no further questions of Ms. Dulude, I want to 
thank you very much for making the troublesome 1 ey OF 


Ms. Dulude: I hope it was worth while. 

Mr. Chairman: Tt was a somewhat arduous one, ang, meee 
understand it was even taken at your own expense from Ottawa. So we 
want to thank you very much for coming before us today. It has been 
very interesting. 


The committee adjourned at 4:38 p.m. 
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LEGISLATURE OF ONTARIO 


SELECT COMMITTEE ON PENSIONS 


Wednesday, January 13, 1982 


The committee met 10:18 a.m.-:in room No. 151. 
HOUSSER AND COMPANY 
Mr. Chairman: I call the meeting to order. 


We have three additional documents that have been assembled 
by Dr. O'Mara, a research officer with the legislative research 
service. Those documents are entitled: Various Income Scenarios for 
CPP/QPP to 2050; Recommendations with Special Reference to Women, 
and Economic Council Projections to 2031. They were distributed at 
the end of the meeting yesterday afternoon, and I wanted to 
announce those for the record. 


We have with us today Mr. Armstrong and Mr. Allen from 
Housser and Company. I am wondering, gentlemen, if you would like 
to come forward. We have your submission, which is entered as 
exhibit 91 in our binders. 


Mr. Van Horne: Before we get started, Mr. Chairman, what 
number Should the presentation from the Ontario Teachers’ 
Retirement Village come under? What number is that? 


Mr. Chairman: The one from the Ontario Secondary School 
Teachers' Federation? 


Mr. Van Horne: No, the Ontario Teachers' Retirement 
Village (Kitchener) Corporation. Is there a number for that? 


Mr. Chairman: There should be. 
Mr. Williams: Number 142 or 143? 


Mr. Chairman: Number 143 is the Ontario Secondary School 
Teachers' Federation, the report of the royal commission. 


Clerk of the Committee: It is number 144. 


Mr. Van Horne: Okay. The other point is, you made 
reference to the presentation of these gentlemen as being number 
91. For those of us who are new in the committee, it presents a 
problem. 


Mr. Chairman: We have a couple of extra copies here if 
you care to have one, because it may be in a previous binder. 


Mr. Van Horne: I have not got a previous binder, this is 
mi 


Meue’Chairmans: = Gentlemen, ‘2° am sorry catom™ they delays <1 
wanted to ensure that we had a good representation among committee 
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members and we are hoping to have representation from all parties. 
We are trying to ascertain whether there will be any member from 
the New Democratic Party here and we cannot locate any. Probably we 
should continue in any event. 


Mr. . Allen: Thanks you 7. (Mr... Chatrman wai Myo on ames el caw gels) on 
Allen of Housser and Company Limited, vice-president in charge of 
institutional sales. This is my associate, Fleming Armstrong, 
Chartered financial analyst, ‘who has «worked with «meu in the 
preparation of some of these documents. 


Mr. Chairmans I swass Just,.going, stow say, (Mma eALlan, senat swe 
now have Mr. Mackenzie from the New Democratic Party here, so for 
the record I want to show that all parties are present. 


Mr. Allen: We are highly complimented. 
Mr. Chairman: I am sorry to interrupt you. 


Mr. Allen: Back in March 1978 we made a submission to the 
royal commission which expressed a number of views which we 
believed were pertinent to the issues and the arguments at that 
time. I am sure that particular document is in your files and is 
available for your examination. To assist the committee in its 
deliberations we prepared a summary of our submission to the royal 
commission, which you also have in your files. You referred to it a 
little earlier, Mr. Chairman. 


I know that the principal purpose of these hearings is to 
allow the committee members to interrogate and question interested 
parties who have some expertise in areas that are impacted by 
pension policy and we would like to make as much time as possible 
available to you for that purpose. With your permission, Mr. 
Chairman, I have a bit of a preamble, some prepared words, that I 
would like to read to commence this portion of our contribution. 


We certainly appreciate the opportunity to come before you to 
emphasize and underline the views that we have expressed previously 
in our submission to the royal commission and in a summary document 
in your possession. From our vantage point in the investment 
industry, and let me outline at the outset that we are here not 
particularly as experts in the technicalities of the pension area, 
but we are here expressing views relating to the impact of pension 
policy on the investment process, and that is our area of interest 
and that is our area of concern. 


We must all find ways to diminish the imbedded expectations 
in the public mind that governments should look after their every 
need. Governments cannot do so, neither for the public's future 
Standard of living as represented by a pension, nor for their 
present standard of living as represented by current consumption 
levels. The federal policy direction which is, as you know, to 
argue that expansion of the Canada pension plan is the way to go, 
perpetuates the cruel and impossible notions that governments can 
provide everything for everyone. It is a foolish and dangerous 
concept, totally ignoring the mountains of evidence that now 
thoroughly condemn such daydreams. 
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Where we are today, unfortunately, is that the future has 
become the present. The overspending habits of the past have caught 
up to us. Federal money supply increases, undertaken to finance 
excessive spending, lead to uncontrollable inflation. Incentives to 
Save a depreciating dollar disappear. Bond prices decline to adjust 
for inflation and the depreciation of the currency that will be 
repaid on maturity. Speculative excesses appear in nonfinancial 
hard asset categories of investments, such as real estate and 
collectables. 


Through it all, governments continue to try to respond to 
every demand of every group to look after them in _ every 
circumstance. Well, it simply will not work and we know it will not 
work, but unfortunately the public does not know it will not work. 
Sooner or later, some administration somewhere is going to screw up 
its courage, face realities and tell the public the facts, and the 
sooner this happens, the better. As provincial politicians, you are 
painfully aware of Ottawa's efforts, increasingly aggressive, to 
reduce the federal cost of tax sharing commitments to the provinces. 


They fully understand the incredible whirlwind of rising 
costs and the matching high public expectations that mismanagement 
of the monetary system has created. They now wish to push the 
consequences’) of this mismanagement increasingiv ~ on?’ sto#} the 
provinces. It may be argued that they have no other choice, since 
continuing the federal spend-borrow-inflate-spend syndrome would be 
inevitably disastrous, and I certainly agree that is the case. 


But that is not all that is being done. While pushing on to 
the provinces a much greater share of immediate costs, 1.@., 
reducing their immediate cash outlay, they are also seeking to 
discredit the private pension system and argue that the federal 
government should take it over entirely to "protect" the public. A 
little analogy here might express what we feel in this matter. 
Since the number of chickens in the henhouse has been reduced 
because of the appetite of the fox, the fox now says that he should 
guard the eggs, and we find that quite incredible. 


So we see that at the same time the federal government is 
systematically reducing its cash flows to the provinces, it seeks 
to increase the cash flow from the citizens of those provinces by 
increasing pension contributions to the Canada pension plan and 
away from private plans. 


This would provide an indirect increased revenue flow to the 
provinces, of course, under the provisions of the CPP 
federal-provincial agreement, in the form of loans. This increase 
in funds available from the CPP is the temptation for provincial 
governments to go along with the federal intent, but we would and 
will argue strongly against that. 


Unfortunately, Madame Bégin has some legitimate ammunition 
she has used very effectively. Perhaps we should thank her for so 
enthusiastically pointing out the weaknesses in private sector 
plans. But I hasten to add that, had past federal governments lived 
within their means and not resorted to money printing, then most of 
these weaknesses and shortfalls would not exist. There are fewer 
eggs because the fox is always hungry. 


Gentlemen, you have a profound responsibility to advise the 
government of Ontario as to a proper course in these matters. May I 
Say that we are delighted with the recommendations of the Ontario 
royal commission. It provided specific corrective action in the 
many areas where reform is overdue, in the areas of portability, 
disclosure and many others which we will not dwell on. But more 
important to our way of thinking, the commission has pointed the 
way, through the PURS plan, to a new and much more appropriate 
dimension in the pension universe, specifically personal 
responsibility and accountability. 


As I indicated earlier, public expectations that government 
at one level or another will provide every need simply must be 
reversed. The promises of the past cannot be met without critical 
strain on governments, and hence on the private sector, which must 
in, the end, meet .all.jthe. bills. Expanding, the. existing public 
pension system would add an additional unbearable burden to an 
already overstressed system. 


L030. agm: 


We would urge you to take the initiative so wisely 
promulgated by the royal commission, recommend the adoption of the 
PURS concept and begin the process of returning responsibility for 
pensions where it belongs: with the individual saver. The private 
citizen must begin to recognize that he and he alone is responsible 
for the standard of living he will enjoy in his retirement; 
government's only responsibility is to provide leadership by 
Creating a system that will encourage the achievement of that 
laudable goal. The PURS plan provides that leadership. 


The basic flaw in public pension plan philosophy is the use 
of the contributions. Governments take the contributions into 
general revenue, and thus these dollars flow into consumption- 
Oriented applications rather than asset creation. The outstanding 
characteristic of . the PURS. plan. is that the funds are made 
available to capital markets through objective and responsible 
professional investment managers who have been selected by the 
individual contributor to suit his individual needs. Although the 
manager may choose to buy federal or provincial obligations he 
would also undoubtedly invest frequently in private sector debt or 
equity, thus stimulating economic growth, stimulating asset 
creation and assuring that, in real terms, pension obligations 
could be met in the future. In addition, foreign ownership of 
Canadian resources would be reduced. 


To quote from the royal commission, page 84, if you happen to 
have the document: "The PURS plan, while requiring a long time to 
mature, will immediately provide funds for long-term investment 
allocated through the private capital markets. The additional 
capital investment will generate real growth in GNP. The government 
will be required to borrow at market rates rather than under 
artificial rules set up under the CPP. Thus, PURS will increase 
real earnings before retirement and will provide the resources to 
Pay pensions after retirement built on private capital investment. 
PURS, with its emphasis on employee control of investment policy, 
will encourage more people to learn about the investment process. 





"PURS puts the cost-benefit relationship in clear 
perspective. If the economy prospers, real rates of growth will 
enhance the benefits accruing under the PURS plan. Each person will 
pay for his or her own pension and will also benefit from his or 
her own contributions. At the same time, the fully funded basis of 
this plan with its money-purchase design will contribute to the 


capacity of the economy to grow and therefore produce the promised 
retirement income." 


i iteGonos On pete SuOULmaAbsSOLULenCOnMAClCIONs that Che present 
public attitude of increasing dependence on government must end. In 
the critical area of pension policy you gentlemen have a unique 
opportunity to initiate the return to self-sufficiency which is the 
historical condition most natural to all Canadians. 


Thank you very much for your attention. We are available COC 
your questions. 


Mr. Chairman: Thank you. I wonder if I could start things 
off. I am sure there will be questions from committee members. 


I'm sympathetic to your philosophy that people have to be 
maybe more concerned with providing for their own welfare rather 
than have government do it for them. If that is so, however, how do 
you embrace the PURS proposal that mandates by government the 
forced saving of an individual and also a contribution or wage 
increase on the part of the employer? I wonder why you seem to be 
so overly eager to see this plan adopted when your philosophy is 
one of self-reliance and the freedom to manage your own affairs. 


Mr. Allen: The plan provides the opportunity for the 
individual to be self-reliant. He is constantly aware of his 
contributions; he selects the manager who will achieve for him what 
he sets out to achieve with those pension savings. It is a 
government-mandated plan, of course, but it allows the individual 
the freedom to control his pension contributions and delegate with 
whom and through whom they will be invested, and it puts him in 
touch on a day-to-day basis with exactly how much money he has in 
his plan, how well it is doing and what his future standard of 
living will look like on the basis of those results. 


Mr. Chairman: I hear a message that the government has 
been spending pretty freely-- 


Mr. Allen: Absolutely. 


Mr. Chairman: --and I don't disagree with that. But now 
you are saying that there should be more spending, forced spending, 
on the part of the worker, mandated by government-- 


Mr. Haggerty: It's like another tax. 
Mr. Chairman: --another two per cent and another two per 


cent. Can you explain your way into prosperity if you are concerned 
about the state of the economy? 
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Mre Allen: I don't follow you that there's additional 
spending by government under the PURS system. 


Mr. Chairman: No, it's not spending by government. But 
what I'm pointing out to you is that you're going to have mandated 
Spending on the part of employers and employees all in the name of 
self-reliance. 


Mr. Allens: Yes. 


MreashrMSeLong:,.Mr a cnaprman, | Can. L speak to this? I think 
what we are looking at is the various alternatives we have in 
providing a comprehensive pension system for Ontarians. The royal 
commission was set up, as this committee is set up, to examine the 
idea of extending portability and full coverage. 5-0 alle: che 
alternatives that were presented the PURS plan seems to meet those 
primary objectives first of all. 


Second, in our view it is the most acceptable because it 
allows full discretion, as much freedom as possible under the 
System. We already are mandated under Canada pension plan and 
others and through our tax roles to supply pensions to citizens 
now. What this does is at least to allow a large measure of control 
and responsibility to reside with the citizen because, after all, 
under the concept of deferred wages, which is implicitacinn alle threes 
it should be his responsibility to decide how he best wants his 
money spent. The obligation of the government is, of course, to 
make sure that some people aren't Simply riding along with the 
others and expecting to be looked after in their old age out of the 
general welfare. 


Mr. Van Horne: The problem I am having, Mr. Chairman, is 
that the whole concept presupposes expertise from Joe average 
Citizen, who, I think, hasn't got ‘ay clue) in the’? world: abou 
investment or world finance. 


Mr. Armstrong: May I speak to that? 


Mr. Van Horne: You. .can’s Ioowould Like. “toueaad this, and 
maybe you could throw it into the pot in your answer: I think we 
have had some opportunity as individuals to get involved in our own 
retirement planning through such things as registered retirement 
Savings plans, and yet my understanding is that a relatively small 
percentage of Ontarians are taking advantage of that. Beyond that 
I'm not sure that I could identify what percentage of those who do 
take advantage of it take advantage through their own skill. 
Suspect that they are using a commissioner or someone in there like 
yourselves to help them in the process. So the point is: How can 
this thing succeed, given that there is very little experience, 
expertise or whatever you want to call it among the citizenry not 
Only in Ontario but in Canada? 


10:40 a.m. 


Mr. Chairman: Before you answer that, --2t6-,1—-could~. just 
add--you can think about this? as «well I see the  PURS 
recommendation as attacking the problem of coverage where it's 
acknowledged by some. I don't know how accurate it is that -there 
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may be a million and a half people in the work place who are not 
covered by any pension plan, so the PURS proposal would address 
that problem. There's also the observation that those persons who 
aren't covered are in the lower income or wage category. 


I take that, together with your observation in terms of the 
lack of understanding among the general public of government 
spending and government's role in terms of solving all their 
problems, the basic lack of understanding of maybe some fundamental 
economic principles. For example, I don't know how you can consume 
unless somebody is producing what you consume. 


Now, when you look at the target group, then you are saying, 
following Mr. Van Horne: "Those persons will be free now to look 
after their own investments, provided that government mandates a 
forced percentage of their income for them to invest." 


I add that to what Mr. Van Horne has said. 


Mr. Allen: Mr. Chairman, I understand your concern, and 
Bo crequite justified.» But, ina nowway. did- the, royal commission 
Suggest that the individual should manage his own investments or 
his own pension. The royal commission suggested the setting up Olea 
central pension agency to which all these funds would flow and that 
each individual contributor has the right to select a manager. 


Believe me, gentlemen, there is an incredible amount of 
expertise out there. We should be very proud of the expertise that 
exists within the framework of our financial institutions to manage 
money: insurance companies, trust companies, investment counselling 
firms, mutual fund management groups--there is a proliferation of 
expertise more than adequate to effectively, efficiently and 
objectively manage the money to the absolute benefit of the 
contributor. 


All the contributor has to do when he is presented by his 
employer with this option is to avail himself of the variety of 
literature produced by these professional money management groups, 
select one that seems to have the goals he would like to achieve 
and designate that manager as the professional manager for His 
pension contributions. The central agency would look after that, 
and in this era of computers that is not a problem. That amount of 
dollars is allocated to that manager, and it is professionally and 
properly done. 


Moreover, in the process of channelling these funds through 
the existing capital markets an impact takes place in that these 
funds are then available for governments to borrow, if they so 
choose, at a competitive rate. But ‘there are many other things, as 
I mention in my preamble, that also would take place, and there 
would be a considerable stimulus for capital markets, for asset 
creation, for the formation of new companies and a variety of other 
things. 


So it certainly should not be a problem to allow the 
individual citizen with a reasonable amount of material to look at 
to select a manager for his pension fund. I don't think that would 
be a stumbling block. I hope that answers your question, Sir. 


Mr. Chairman: Before I ask Mr. Van Horne to carry on, and 
Mr. Williams wants to ask some questions, I would like to ask you 
whether you are advocating a PURS program as such--in other words, 
not as an alternative to an enriched Canada pension plan but as 
something that should be done at this time. 


Mr. Allen: Certainly. And the attractiveness of the PURS 
concept is a major plus in the royal commission's recommendations, 
but we find an expanded CPP to be a very unpalatable development, 
separate from a PURS concept. We have to move away from government 
looking after everyone, as I mentioned. Expanding the CPP tends to 
increase that tendancy. 


Mr. Chairman: I am not talking about expanding the CPP. 
What you are saying is that--never mind the CPP, we are not looking 
at PURS as a better alternative to expanding the CPP. We think 
that, in any event, there should be a PURS program in place in 
Ontario. 


MresvAllen:?) I “would? certainly agree swith mthatea—butenl sda 
not think you can really separate the two issues. You are talking 
about the flow of savings and the flow of savings has specific and 
clear impact on financial markets and the ability of the system to 
pay meaningful pension values in the future. Implicit in the PURS 
concept is an attempt to increase the flow of funds in capital 
markets and increase total savings and capital accumulation in 
general. That would be diminished by an increase in the Canada 
pension plan. So that the concept, the whole purpose of PURS would 
be somewhat defeated if you also embraced an expansion of the 
Canada pension plan. 


Mr. Chairman: Mr. Van Horne do you have further questions? 


Mr. VanwiHorne: “Tiedid, but I think they have jyast =-been 
answered because what you are saying is that there is no 
alternative. You do not want to see CPP expanded, so either we go 
the PURS group or what you people make reference in here to the 
MUPS° ‘or whatever? itis. eShort df that)? there “is'1jolfalternatives 
there is no combining of the two. Let me go back and start at the 
beginning. Is there an alternative other than these two that you 
see? 


Mr. Allen: Not in our view. We base that flat statement 
On some grave apprehensions of the health of the monetary financial 
System. As we see it, it is advancing towards a terminal condition. 
Gentlemen, all you have to do is take a look at current levels of 
interest rates and rising unemployment, inflation continuing to be 
a Major problem to recognize and understand that all is not well. 


One of the problems has been the willingness of governments 
to respond to what seem at the time to be legitimate demands for 
benefits of one kind or another, pensions being part of them, 
without a longer-term perspective on how those costs are going “to 
be met in the future. I do not think it is particularly profound to 
Suggest that at the present time we have amassed an incredible 
total of social expenditure requirements which are becoming an 


9 


impossible burden for governments at all levels to continue to 
Coys 


Mr. Van Horne: Is there not an individual now paying for 
some of those right now, aS we pay our income tax and-- 


Mrs Alen: OL course. 


Mr. Van Horne: We are paying for old age security, we are 
paying for Canada pension--the contributions are there. Whether you 
Can consider it a social handout, I just quite cannot agree with 
that statement. There are those persons who perhaps through some 
unfortunate situations, through health and disability and 
that--sure I think that is the obligation of society to look after 
them, but don't leave the impression here that everybody, because a 
person is collecting Canada pension and old age Securrey, schatl it 
is a welfare handout, because it is not. Their contributions over 
the years build that fund up. 


LO 50a sn 


Mr. Armstrong: May I speak to that? We all know very well 
that the present contribution rate of the Canada pension plan will 
be rising within the decade. Ultimately, it peaks at something on 
the order of nine per cent, that is if the benefits remain at the 
Same level they are today. What we can expect with government plans 
is their costs are going to rise inexorably. It is not as if we 
could look forward to a relatively static level or ratio of their 
costs to remain in the future. We know they are going to rise. 


What the PURS plan tries to do, and I think does it well, is 
while we have a breathing space before the costs of Canada pension 
plan rise because of the aging population, which is an absolute, we 
put in place a retirement savings system that will alleviate the 
Strains that are going to be imposed on the nation and Ontario by 
the turn of the century. 


This is what we are preparing for now. We are not trying to 
solve the pension system of today. We are trying to lay the 
groundwork for the future so that these inevitable cost increases 
can be met with some hope of solution. Any other proposal does not 
address that problem. 


Mr. Haggerty: We talk about the investment and I was just 
reading on page 10 OL “Fyour brief here: "The successful 
implementation of the PURS program will be ensured by the existence 
of the extensive, highly competitive and competent investment 
management industry. This industry includes banks, trust companies, 
investment counsel firms, mutual fund managers, insurance companies 
and investment dealers who manage and offer pooled and mutual funds 
investing in mortgages, bonds and common stocks." 


I look at that thing. It sounds very enticing to get somebody 
to enrol into a program of investment, but, for example, there were 
many people who provided funds to Took watter “their ofd-*age 
retirements through Re-Mor. Chief Justice Sam Hughes was the 
commissioner who looked after the royal commission on Atlantic 
Acceptance where millions of dollars went down the pipes and people 
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put their life savings into this looking for some means to good 
retirement program for them and that. There is nothing in here that 
says there is security in here if we get into such a program. 


What is the rollover in the benefits to the investment 
sector? We talk about nine per cent for those who are contributing 
to the program, but what is the profit looking at the other side of 
the ledger--of- this" particularly if” we get “Into ‘thrsprogram ca 
PURS? What profit is there for you people who are in the investment 
thing? There must be a huge profit in this area. We do not see any 
projections in this particular area. 


Mr. Armstrong: Let us address that because it is clearly 
of concern to the members. Let us put this whole business in 
perspective. Presently, we have about $60 billion in trustee 
pension funds of various sorts across the country. Interestingly 
enough, the RRSP program, which we referred to, is’ about $23 
billion. Now sir, I would like you to point out one case in all the 
$23 billion where there has been a Re-Mor or Atlantic Acceptance. 
There isn't any. 


Again, you are dealing with the exeption. Certainly, the case 
of Atlantic Acceptance was long before proper regulation, which has 
been instituted in this province. As a member of an industry which 
is one of the most closely regulated, we are well aware of how good 
that regulation is. I do not foresee any difficulty whatsoever. As 
for Re-Mor, I really cannot comment. They seem to be outside the 
area of the regulation I am familiar with. 


Nie HAgGeELCY: Lt “1S? am cared, that iS ;aml een oe concern, 
particularly for this committee. 


Mr. Armstrong: But I am simply pointing out the history 
that we have already had across the country--various other 
jurisdictions as well as Ontario that under the rules that have 
been promulgated, going ~“back™ «to 271957, there has been = no 
difficulties with investments in RRSPs where those investments have 
met the standards set by law. 


Mr. Van Horne: One final question, Mr. Chairman. You are 
likely aware that the inclination of this committee is not towards 
the PURS prospect. At least, I get that feeling, whether it is 
intuitive or whatever I do not know. Given that may come down as 
the final decision of the committee and given that there is 
reluctance to see the Canada pension plan expanded, could you 
suggest an alternative to encourage small groups or individuals to 
the RRSP scene, which could be pushed along or encouraged through 
government action? Is there anything you see us doing to encourage 
that, as a committee, or finally as the government? 


Mr. Allen: I don't see that much difference in many ways 
between the PURS recommendation and some kind of RRSP type. They 
are very similar and parallel. To go back to what this other 
gentleman was saying, when you are allocating a professional money 
manager through a bank or a trust company where there is an 
incredible amount of experience in these matters, the 
possibilities, even were the investments legal--which I doubt they 
would be--but even if they were, the possibilities of such a 
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professional manager causing injury or harm to a contributor under 
a plan by buying a security of that kind is infinitely remote. 


These are intelligent, knowledgeable people, and that is why 
the PURS recommendation in using that group as the managers of 
these funds is so attractive and sensible. That keeps the small, 
individual investor out of trouble. There is no way any legislation 
is ever going to prevent an occasional bankruptcy of some entity 
somewhere. It just cannot be. Somehow or other, somebody is always 
going to get himself into some difficulty, but -the professional 
manager is sensitized to weaknesses and keeps the money he invests 
away from those kinds of entities. I don't think that is a problem, 
although there are a great deal of headlines when an entity of that 
kind goes under. Mr. Van Horne, the alternatives--perhaps there are 
alternatives that could be structured but I don't know of any that 
seem to achieve all of the laudable goals that the PURS plan 
achieves. 


The principle we are trying to emphasize is to bring back the 
responsibility to the individual so that he knows in his mind that 
it is he that is looking after his future and he therefore has to 
save to look after his future and he has to select a manager who 
will invest the moneys intelligently and make them grow for his 
future. The present environment, to me, seems to be” Oye s VOL 
laissez-faire indifference by the public because they feel that 
government will always look after them, in any set of circumstances. 


I put it to you that governments are beginning to understand 
very painfully, both in the US and Canada, that there Pens £6 sa 
bottomless pit of wealth, that they distribute some huge cornucopia 
from which they can constantly relieve all the problems and 
tensions and needs of society. It is that attitude by previous 
administrations that has created the problems that result in 22 per 
cent prime rates because the lenders simply won't have any part oT 
this kind of nonsense any longer. The shortfall is made up by 
increasing the money supply which depreciates the quality of the 
money by increasing the quantity. 


Mr. Haggerty: But have there not been some windfall 
profits in these high interest rates though? I think the banks have 
done very well on it. The trust companies have done very well on it. 


Mr MAE lencareSir 2.4 ef...) ma vag saves Lleets en. alLllusron. je the 
conditions of high interest rates that have provided what people 
are referring to as a windfall profit for the banks--there is 
another side of that coin. There is another ledger entry which you 
have not seen yet and that other ledger entry is the number of 
bankruptcies of small businessmen and individuals which “is qoing to 
tear holes in the banks earnings over the next year or two. You 
have not seen that yet. That has not yet been revealed to you nor 
will it be until later on this year and perhaps for the next couple 
of years. 


You are going to begin to see what the other side of the coin 
is for the banking industry and for other lenders. It is all very 
well to enjoy a high level of interest on loans that you are making 
but in this environment those interest rates are exacting such a 
toll in the economy that it may well be you are not going to get 
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repaid your principal, regardless of how high the interest rate is 
that you have been charging. That aspect of the lending activity 
has yet to impact and yet to be revealed but it will undoubtedly, 
and then perhaps many people will recognize it is rather misleading 
Simply to take the profits of the banking system and other lenders 
in their present context. 


WE Bet veliKlie 


Mr. Haggerty: Perhaps looking down two years from _ now, 
but the point is I think it was mentioned that there was about $6 
billion in private funds invested in the trust companies and other 
areas that you would mention there, and I suppose there is another 
SOO bl Pion just sitting. ini bank Savings accounts. Canadians are 
NOTE LOrsbeing pretty Clit ecy.. 


I am looking at this particular thing and the high interest 
rates. Who has manufactured the high interest rates? I am sure the 
money institutions have something to do with it. Everybody is 
jumping on the bandwagon, even the government, because each one is 
fighting for a certain amount of capital. I think you mentioned 
government expenditures. Everybody is out trying to get the 
almighty buck there, but the poor guy who is at the tail end of 
this thing with his savings, he is going to be hurt in the long 
run. I am going to have it shown in my bank account, no doubt about 
it, that I will be paying higher income tax, so the government 
gains on that. 


Mr. Allen: Sir, if I may respond, you have gone right to 
the core of our whole argument. Who has manufactured high interest 
rates? No one has manufactured them. The free market is what makes 
high interest rates, and the free market, made up of lenders in 
Part, who perceive the federal government's tendency to continue 
excessive spending by printing money they do not have after taxes 
have been received, but to achieve what they wish to spend. That 
tendency produces an expectation in the mind of the lender. 


As demands persist on government, as this public notion that 
government should supply everything to everyone continues, the 
lender says undoubtedly those political pressures will continue to 
force the federal government, in an attempt to satisfy these 
demands, to not only increase taxes, which they will do and are 
doing, and not only attempt to push most or a lot of their 
expenditures back on to the provinces, but also to make up the 
difference in the shortfall of expenditures and revenues. by 
monetizing the debt, by simply creating the funds, by increasing 
the money supply. 


I absolutely defy anyone in this room to tell me that you can 
recreate something, whether it is a unit of Currency or anything 
else, endlessly recreate something and have it sustain and hold its 
value; it is simply not possible. The number of assets that the 
total dollars in the money supply represents can Only be increased 
by work. If you try to increase the total value represented by the 
currency by increasing the amount of currency, all you do is reduce 
the value of each currency unit. That is just simple mathematics, 
and that is the way the free market system works. 
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Lenders perceive this process. In all fairness to 
governments, not only in North America but elsewhere in the world, 
they are attempting to get away from it, to slow down this 
insidious @process. of. thelidestruction’ of the®*currency. But'yas the 
lender perceives this process continually at work, in spite of 
everyone's attempts to move themselves away from it, their 
willingness to lend on a long-term basis declines, and they demand 
a higher interest rate because they made a calculation on the 
expected level of inflation, that is, depreciation of the value of 
the currency stetching into the future. 


So no one manufactures high interest rates, gentlemen, the 
free market demands it, because for years the lenders’ were 
subsidizing everyone else, they were getting a negative rate of 
return on their loans. They would get an eight per cent rate of 
return while the rate of inflation was 12 per cent, and that 
obviously could not persist. Eventually the lenders became totally 
disenchanted with this foolish nonsense, and they have simply said, 
"If this is going to persist, and our view of reality is that it 
will persist, then we are going to insist on 18 per cent if we are 
going to lend our money for a long term," and that is how you 
achieve high interest rates. 


Mr. Haggerty: Should the interest rates then be pegged 
wih thenunt ation trate?) Supposing tit is +12 ¥per> cent): ithe Mnterest 
rate should be 12 or perhaps one or two percentage points above 
that. 


Mr. SALiens No, svyou * cannot “peg Anterest “rates. “Interest 
rates are a function of the willingness of the lender to lend and 
based on his expectations of how rapidly the purchasing power of 
the currency he is lending today will be depreciated by the time he 
recovers it at maturity of the obligation. 


Mr. Haggerty: To my knowledge, I read some place there 
was one country in Europe--I do not know whether it is Britain or 
one of them over there--where their interest rate was pegged to the 
inflation rate. 


Mr. Allen: Governments throughout the world have tried 
any number of legislated attempts to control these unfortunate 
manifestations of, I must say, their own mismanagement. They 
dislike high interest rates. Everybody dislikes high interest rates. 


Mr. Haggerty: If we were to go along with your philosophy 
is then that, say we endorse the PURS program here, this would be 
almost a cure-all, that the interest rates would come back down 
again because the private sector is investing out there. 


Mr... BAlden: wuvYouN are] providing, an ..opportupity for. the 
individual to have an involvement and control over how his pension 
moneys are going to be invested. But in no way is this Going to: be 
a panacea and allow interest rates to come down... .ce® wrlumehavei ba 
positive impact on interest rates, that is it will help interest 
rates to come down. 


But the real answer is that those who are in charge of the 
money supply must control the issuance of additional currency in 
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order that the quality of the currency already outstanding can be 
maintained. This is exactly what is under way and what is being 
attempted in the US. 


I must say, “in” reference’ to" Mr. Bouey;, it “is salso)iverg 
vigorously being pursued in Canada. It is the pursuit of this 
objective to control the quantity of money and thus preserve the 
quality of money and thus ultimately get interest rates down that 
produces the very condition that for a period of time thrust 
interest rates way up to new highs. 


Mr. Haggerty: With the individual retirement agency or 
whatever you may call it in the United States, I guess when people 
invest in the private sector in this particular area there is a 
guarantee of return. Under this program I have not seen anybody 
come forward, to my knowledge, who said, "What will the return be 
on the person's investment?" It comes back to my question to you, 
"What is the rollover in this? What is the profit on the other side 
GOfernis ening. 


Mr. Armstrong: I am puzzled about your reference to 
Americans. Do you mean the social security system? t 


Mr. Haggerty: Pardon. 
Mr. Armstrong: Do you mean the social security system? 


Mr. Haggerty: No. Their individual retirement agency or 
association as they call it. They are the same as our retirement 
Savings plan here, similar to that. A couple can invest about 
$4,000 into it and you have a guaranteed return of about two 
hundred and some thousand dollars after 30 years. 


Mr. Armstrong: Oh, well, the compound interest. 
Mr. Haggerty: But you see we do not see anything-- 


Mr. Allen: A guaranteed return is expressed in paper 
dollars only. The purchasing power of the dollars at maturity of 
the plan when the individual wishes to retire is not guaranteed, is 
in no way guaranteed. That is the flaw. That is the slippage in the 
whole financial system. 


For you gentlemen considering the whole issue of pensions, 
the fundamental requirement is that the money issuing authority 
maintain the quality of the money, maintain its Purchasing power. 
If it fails to do so, all your deliberations and indeed even the 
PURS scheme are going to be considerably undermined. 


There is no question whatsoever that the maintenance of the 
purchasing power of the currency is a direct responsiblity of the 
Bank of Canada. It is in the preamble to the Bank of Canada Act. To 
the extent that they depreciate the Purchasing power of the 
Currency, in other words inflation, to be able to spend more today, 
ultimately your pension benefits are going to be reduced in value. 


That is the free market system at work. It is perfectly 
normal and perfectly natural and no one, certainly today with the 
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mountains of evidence that we have seen, should be surprised by 
this process. So I would suggest to you that yes, indeed, the PURS 
concept is a very beneficial one and would assist in the process of 
capital formation. It would assist capital markets to do their job 
to maintain pension benefits for contributors. 


11:10 a.m. 


But otheesreal-wssue ise themability “and willingness: ,of the 
federal government to maintain the quality and purchasing power of 
the currency unit. If you cannot depend on that, then all pensions, 
no matter how they are structured, PURS or CPP or anything else, 
are going to be continuously eroded and depreciated, and will be of 
little benefit to the contributor at maturity. Indeed we now have 
many pensioners scrubbing along with what they thought, when they 
initiated a pension plan years ago, would have been more than 
adequate to provide them with a really decent standard of—living, 
but at this present time they are very lucky if it will buy them a 
pack of cigarettes. 


That is the insidious and evil process that depreciates the 
values of all investments, be they pensions, mortgages, bonds or 
savings of any kind. That is something, gentlemen, that you are 
going to have to address yourselves to, because the provincial 
government does not have that magic ability to monetize debt and 
simply increase the available moneys in your hands to distribute in 
a manner which would be appropriate in your mind. But the federal 
government does have that ability. That is the remarkable and 
important difference. If they abuse that ability, as they have done 
significantly and massively in the last 25 years, then I believe it 
is your responsibility to raise your voice as loud as you can and 
Gay OtOD 


Mr. Haggerty: You can say the = same thing “with the 
province Bots Ontarri Owes Youi sare saying a. lot about the federal 
government. I was a member of the select committee dealing with 
Ontario Hydro and their expansion program in the province of 
Ontario, and we found out there that one of reasons Hydro was going 
into so much debt was that they were borrowing money on the foreign 
market. So you are open to an area there that says-- 


Mr. Allen: Currency risks. 


Mr. Haggerty: Ontario Hydro just poured, what, another 
$300 million or so on the American market. If you look at the 
devaluation of the Canadian dollar and the high interest rates, you 
are getting maybe 70 cents to your dollar. That is about et ape =) 
worth. 


Mr. Allen: And you have the currency risks. 


Mr. Haggerty: That is right, you have that. They have a 
large debt of borrowing on the American market. The same thing 
applies to the federal government and to any provincial government. 
Every time they are short of money, they go to the American market 
and we are at their mercy. 


Mr. Armstrong: This points to the very important fact 
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that you must have a way of increasing domestic savings. I think 
that while we are being somewhat misled by our’ so-called 
statistical rate of savings, which appears to be higher than in the 
United States, the simple fact is that it is not, because unlike 
the Americans, we include our contribution to the Canada pension 
plan, which we know is not savings; it is simply being turned over 
and returned. Whereas the United States does not include social 
security payments as savings; they treat that as a tax. So when you 
adjust for that point, our savings rate historically have been very 
comparable. 


If we are going to remain independent for whatever reason, 
then we must put in a fundamental foundation of our own savings 
system so that we can pick up the slack. Otherwise we will never 
have that independence which many people seek. 


Mr. Williams: Mr. Chairman, I do not see the 
inconsistency that some members allude to in this support given by 
Mr. Allen and Mr. Armstrong for the PURS program. In so far as 
fostering individual responsibility in the provision of retirement 
income through employment pensions, I think they have made a neat 
but very basic distinction here that supports their argument and 
provides a degree of consistency. 


I think what they are saying is that if government is going 
to lay on another level of compulsory payments, they want to give 
the people who are obliged to make these payments a rignc. os 
control over those funds. While there may be a mandated program 
that would deal with the coverage problem that we have to address, 
it would also provide that element of flexibility and individual 
investment control over those funds; whether it is done directly by 
that individual or by his employer--and through a central agency 
out through the investment community; that is the appropriate 
mechanism, I guess. 


Nevertheless, I can see that by keeping the money in the 
private marketplace, this is the basic distinction that provides 
individuality and creates real growth in the gross national product 
Or the gross provincial product. It is completely distinct from the 
entrapment, if you will, of additional billions of dollars in the 
public sector if it was done through an expansion of the CPP. 


So I think the distinction that has been made is valid. I 
don't see the inconsistency that is suggested because of the fact 
there might be another government program. It is the way that PURS 
program is structured that is the key to the differentiation that 
they address their brief to and the reason they give support to it, 
because built into it is the support for movement of these funds 
within the private sector. I don't see that inconsistency and I 
understand what they are driving at. 


One of the central concerns we are going to have as we go 
through this matter is whether or not there should be a—-centrat 
agency if we go to the other two options that are open to us as a 
committee. If the first option of an expanded CPP is adopted by 
this committee, then there is no basis on which your point of view 
could be pursued. If we go to the other two options that the 
committee is also considering, which is PURS or leaving it entirely 
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in the hands of the private sector or some variation thereof, then, 
of course, your presentation has a great deal of relevance. 


Mr. Van Horne gratuitously suggested his intuition is that 
the committee is going to go in a direction away from PURS, 
suggesting it leaves only the other two options open to us. I find 
mnat ‘interesting. I -don'’t) know’’on” what ‘basis “he arrives at that 
conclusion; although the other day we did have a very thorough and 
in-depth presentation of the PURS program, its advantages and 
disadvantages. Some members of the committee read into it a 
stinging indictment of the PURS concept. I didn't quite see it that 
way. I think there are certainly some very significant advantages 
to that program. I don't know that this committee has by consensus 
concluded that PURS is not a good thing, but it is interesting to 
hear Mr. Van Horne's comments. 


Mr. Van Horne: You used the word "intuition." 


Mr. williams: “vou “maybe right; “E*"don't iknow. ~ I~ didnvt 
think it was that clearcut. 


Mr. Van Horne: And also the word “gratuitous.” That is a 
word I don't find very complimentary. 


Mr. Williams: Just as I am making a” ~ gratuitous. remark. 1 
Pon eeCOnS OeCrs 1c as 


Mr. Chairman: Gentlemen, without becoming argumentative, 
I think Mr. Van Horne made it clear he was expressing his own 
opinion. 


Mr. Williams: That is right. I am just making gratuitous 
remarks now. I don't consider that as an affront. 


We have those two things to grapple with in either of those 
other two scenarios: leaving it in the private sector and possibly 
with some form of mandating, or totally mandating with PURS. 
Certainly the private sector would be enriched as far as the flow 
of money in the community is concerned. 


i hg be BAA Vig s EP es 


There has been a lot of criticism in the past. Mr. Riddell 
spoke just a few moments ago, and also touched on it the other day 
with some criticism of that money being regenerated continuously in 
the public sector and not being out in the work place, so to speak, 
where it would be generating real capital and capital assets. 


If the direction we went was an enriched and expanded Canada 
pension plan, those funds would be totally left in that sector, and 
I can appreciate your concern. I do not think it is a side issue. 
It is all part of this very important issue, because it has been 
indicated to us that if we went in that direction, in the next 30 
years there would be more money in CPP than all the money in the 
country perhaps a few times over, that would be totally controlled 
by government. It is a frightening srtuatton, our they. say it can 
become a reality. 
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If we select one of those two options that keep the money in 
the private sector--and I know it will probably be said by others 
here that, with you gentlemen coming here, it is obviously because 
you have a vested interest in mind, that you want to assist your 
own wellbeing--but as I see it, if the money is going to stay in 
the private sector, the program, the mechanics of it, cannot work 
without the investment community. 


You people are a very integral part of that system. I do not 
think you have been recognized, so far in our deliberations, as 
being a key element. Other speakers have said that the individual 
investor does not have the expertise, the knowledge or awareness to 
properly invest, and may be using the good offices of his employer 
to do it with his moneys and those of the other employees. 


I think the vast majority of those employers, whether they 
are large, small or in between, will go to the experts in the 
field, people in your industry. I think it is good that we have 
people from your industry here to indicate an awareness of how much 
would be dependent on you people if we go in that direction, 
because the system will not work without you. 


Others have been critical of the fact that others, before 
you, have come from your community and suggested, "Well, here you 
have a vested interest and it is self-serving, so why wouldn't you 
Support PURS?" But if we are really concerned about where these 
billions of dollars are going, and if they are going to stay in the 
Private sector, you will certainly be part of that action, no doubt 
about it. I do not think there is any need to be ashamed of that 
fact. You should be proud of the fact. 


Mr. McClellan: Was that the question? 


Mr. Williams: No. I am making a few gratuitous remarks, 
as well. 


Mr. Chairman: I might just draw your attention to the 
time, Mr. Williams. There may be questions from other members, and 
we have another delegation waiting. 


Mr. Williams: Yes. Having made that long preamble to the 
question I wanted to ask, and recognizing that Fact, Mr. Chairman, 
has your company considered that other third option’ tas “far as 
leaving it entirely in the hands of the Private sector to bring 
forward acceptable plans for coverage and so forth? I presume that 
would not really concern you; it is more the fact that the money 
stay in the private sector. Whether we accept. option. -<A-or (B.of 
those two may be of concern to us, but not necessarily to you, as 
long as the money stays in the private sector. Is that correct? 


Mr. Allen: There is no question we would prefer to see 
the money remain in the private sector, but vl do not’’think we are 
completely insensitive to the practicalities of the Ssituatron. eal 
personally would like to see the government provide this initiative 
and, indeed, require individuals to Save, because unfortunately 
there is this prevailing notion that the individual does not have 
to save. "I don't need to save because someone will always look 
after me" is a very persistent Prevailing notion, and, in order to 
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redress that, a mandated program is needed where the individual is 
required to put aside a small percentage of his income to provide 
Sor hiswLuture: 


As much as I would wish we did not have to do that, that the 
individual would understand that he should save for his future and 
feacilowed to. co at On his? own, i have *toadmrt”’ that “the ~rull 
amount of coverage that government would like to see exist would 
not exist if you allowed the individual to make the decision on his 
own. So, I would prefer a mandated program where those savings are 
put aside by requirement by law and that proper and professional 
Management is applied to them to make them grow. 


Mr, williams: ust sone.- last, questions fo ie might. Tins 
central agency would be an intregal part of the PURS program as I 
understand it. It has been discussed in looking at that other 
option of giving the private sector greater responsibility. Some 
members have questioned whether in that setting you would need a 
central agency. I am inclined to.think you would, but I am 
wondering what your view would be. 


Would you see that aS an appropriate mechanism which would 
have to remain in place to let the central agency either allocate 
the investment to the different investment houses, or to let the 
company, if it wishes, go direct? In other words, they would have 
an option to go either direct, or through a central agency if they 
are too small a company to have the time or resources to do it on 
their own. 


Mr. Allen: The central agency would be, in effect, a 
computerized clearing house for the contributions and the 
allocation of those contributions. In the case of an individual 
contributor who made no selection, it would be the responsibility 
of the central agency to allocate those funds to a manager or 
managers of their selection based on some appropriate Criteria as 
to performance, security, et cetera, on behalLiteme that: contributor. 
The benefits would flow to the contributor, ultimately, as if he 
had made the selection himself. But inevitably you will find people 
who will not make the selection, and it would be the agency that 
would have to make the allocation on their behalf. 


Mr. Williams: So you see nothing wrong with the concept 
of a central agency in either situation? 


Mr. Allen: No. May I also make one comment? You said 
"allocating to various investment houses." It is not investment 
houses in the broker community as such that would be the recipients 
of the responsibility to manage these funds. It would be the 
financial institutions--banks, crust companies, insurance 
companies, investment counsel and so on--who would have this 
responsibility, not individual brokerage firms. 


Mr. Williams: I stand corrected. Thank you for your basic 
lecture on economics and the realities of the situation of the day. 


Mr. Armstrong: I would just like to make one additional 
point here. Initially we foresee that because they are awfully 
small amounts that would accumulate in individual accounts, the 
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central pension agency would likely be relied on considerably. 
People would perhaps just not make the choice. But as these funds 
build up, I am sure their own best interests will come to the fore 
and that these people will take a considerable interest in their 
Own account and start to look around to see where they can enhance 
their returns, just as we found it to be the case in registered 
retirement savings plans. 


Mire. Chairman: Thank you very much, gentlemen. We 
appreciate your concern for the general state of the economy. I 
cannot understand why more people did not anticipate what was going 
to happen a decade ago, to be perfectly frank. The handwriting was 
on the wall, and for some reason we have been following a very 
hazardous economic course. 


I do not think you subscribe to the view that the PURS 
program is going to solve that particular economic problem, but we 
appreciate the philosophy of your presentation and the need for 
more individual savings and responsibility. We appreciate your 
coming before the committee today and the time you have obviously 
put into the preparation of your submissions. Thank you. 


dase Onda Mie 


Mr. Allen: Thank you, Mr. Chairman. We are available to 
the committee at any time if there are any further questions or 
anything we can do to help. 


FAMILY SERVICE ASSOCIATION OF METROPOLITAN TORONTO 


Mr. Chairman: We have with us Mr. Bob Couchman and Miss 


Isabel Russell of the Family Service Association of Metropolitan 
Toronto. 


Mr... Couchman:,... Thank, yous, Very ..muGD paaMr. .uChalrmana. «com 
inviting us to make this presentation. I just might say a very 
quick word about the Family Service Association so you will 
appreciate our perspective. 


The Family Service Association of Metropolitan Toronto is 
Canada's oldest and largest family service agency. It is a 
voluntary sector agency, receiving almost all its funding from 
voluntary sources. We receive approximately eight per cent from 
government, so we are, as I pointed out, a voluntary social service 
agency. This gives us perhaps a little different perspective on 
this particular issue. 


We are not a social .planning.council nor a policy body. Our 
work is direct service with families, and involved in that work 
each year is some work with approximately 2,000 senior citizens 
both in counselling and in the provision of holiday programs, and 
various group service programs. Having worked with seniors now for 
65 years, we have been able to watch very carefully what is 
happening to our senior population and to hear their concerns 
expressed directly. We are not economists and we are not social 
policy analysts, so our comments today are directed, basically, 


from our direct experience with those seniors with whom we have 
worked. 


We responded to this issue because of the Coalition for 
Pension Reform. Miss Isabel Russell is a volunteer and a member of 
Our social action committee who has been liaising with the Ontario 
Coalition for Pension Reform. In bringing that work to us, we began 
to make certain observations and comments, and corresponded with 
you directly, as well as with the Honourable Monique Bégin. She has 
corresponded back to us on her observations and concerns about 
pensions. 


We appreciate that people have a responsibility to care for 
themselves and, by and large, I think the working population of 
Ontario does a not unreasonable job of that. We note that 49 per 
cent of working men in Ontario and approximately 27 per cent of 
women are covered by private pension plans. Our concern goes to 
those who are not covered by adequate private pension plans. 


When an issue like this comes up, we ask ourselves why it is 
that government is concerned about this particular issue. Obviously 
you do not have the same interests as the delegation that preceded 
us. I think, if I could summarize, probably your interest on this 
whole issue of the pension plan and the PURS proposal arises 
because government is interested in ensuring equity and adequacy of 
menston Care’ for elderly citizens ?in”Ontario.-9) think’ that’'Pis >a 
basic assumption as to why government would even address this 
particular issue. 


If that be the case, the group we are particularly concerned 
about, and perhaps we have some unique perspectives to offer, is 
the family and what is happening to the family in 1982 that may 
change the whole nature of the pension plan. 


We note from the documents we have read, not only those which 
have been put out by this committee and by the Ontario Economic 
Council, but in almost all the literature on pension plans, they 
make the basic assumption the average family in Canada is made up 
of two people. We know now that in half of the families, 
approximately, in Ontario that have children both husband and wife 
are working. Therefore, they are potentially eligible for private 
plans. Nevertheless, about half of the women in Ontario are still 
at home and still caring for their children. 


The assumption on private plans is that the couple will stay 
together happily married, that they will continue to prosper and 
grow and their children will leave home and prosper and grow and 
that when they come to the age of 65 years, the husband's pension 
plan will offer sufficient coverage to the wife so that the family 
Can live above the poverty line. That is still the case in many 
situations, but increasingly it is becoming less and less the case. 


In the last 10 years we have watched the divorce rates in the 
province and across Canada increase from approximately 10 per cent 
back in 1968 to approximately 30 to 35 per cent depending on where 
you live in Ontario right now. Those rates are not declining, so of 
the families that could be covered by these pension plans, from the 
looks of it, about one third of them are going to be disrupted. 


Mr. Van Horne: Is that exclusive of separation? 


nA 


Mr... .Couchman: . This’ is not formal. divorce. ~ This would 9 fe 
legal separations plus divorce. One's assumption would be that at 
the end of their working lives in all likelihood one of the members 
is going to be in a very poor position to cope in old age. 


We noted when we made presentations to the Ontario Law Reform 
Commission, when it was looking at changes in family law, that 
there are provisions within that law upon separation or divorce for 
some of the husband's benefits, or in a few rare cases these days 
some of the wife's pension benefits, to go to the other spouse. We 
do not know what has happened in the courts in regard to that. We 
are not. overly, optimistic fabout. it, but sthat -fs0'a *droup sthau suse 
going to take hold. 


It does seem that it leaves women in a particularly 
vulnerable position. We note from most of the literature and from 
Our experience that many women are reaching the ages of 65 and 70 
and the various pension provisions that they have available to them 
do not allow them to live above the poverty line. In the proposal 
that is before you, from your own commission, the Canada pension 
plan, none of these pension plans provides for this particular 
group of people. They are in a very vulnerable position. 


The other group that is particularly vulnerable are those who 
are low-income earners. Just thinking about the responsibility of 
the individual to care for his own old age, even if these people 
wanted to care for their own old age, they are falling further and 
further behind in the cost of living and, speaking of small 
businesses going under, we are seeing an incredible number of 
people who are coming to us who cannot even provide adequate food 
and clothing and so on for their children, particularly at this 
time of year. 


One mother said to me the other day, "What happens to you 
when Kraft dinner becomes a luxury food item?" When you see people 
living at that level of income, the idea of encouraging them to 
invest in pension plans is difficult. I think ultimately, whether 
we like it or not, we are going to have an increasing number of our 
population, caught: insthat=bind. 


The idea that we would somehow develop a plan which is tied 
to one's employment, making it mandatory or whatever, is only going 
to cover those people who are working, who are not in that 
vulnerable position. I guess we are particularly concerned about 
that other group and how that group is going to be covered. 


Therefore, in our letter of September 3 to you, Mr. Chairman, 
we strongly recommended that in any pension development, whether it 
be in PURS or in the Canada pension plan, the woman who is a 
full-time homemaker be considered in that plan and that those 
marginal workers in our society who are not eligible for private 
pension plans somehow be considered for pension coverage so that 
when they do reach the age of 65 there would be adequate funds 
available for them. 


I think Miss Russell has a few more specific comments about 
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that, if she could take a minute to enunciate. She is my technical 
expert on this subject. 


11:40 a.m. 


Miss Russell: We feel very definitely that the peculiar 
and special position of women should be addressed in the whole 
pension issue. I should just like to give you a few statistics, 
with which you may be already familiar. Under the Canada pension 
plan, women who receive a Survivor pension get only 60 per cent of 
the spouse's original pension. In 1979, the maximum benefit for a 
Surviving spouse was $1,570. The maximum pension in 1979 was $218 a 
month. The average paid to female pensioners in the fall of that 
year was $90 a month. Women in employer-sponsored plans in 1976 
everagedmoh LyiiS2 ,1.22mativear .mBy(themfall tof9w979,0559'. per. centsof 
married women in the age group between 20 and 44 were in the labour 
force. We feel serious consideration needs to be given to the place 
of working women in the pension system and policy options developed 
to improve their position. 


In relation to social policy, that extends beyond the issue 
at which we are looking today, with the implications that it has 
for other areas in the development of productivity in our people. 
We feel there has been a failure to recognize the role of women in 
the bearing and raising of children and in the contribution that 
they have made to the economy of this country. 


I think it is interesting to note that an amendment brought 
before the federal government, whereby the parent could withdraw 
from the labour force for seven years to raise a child without 
having to include those years in the calcuation of average lifetime 
earnings’ fion-ewhich s\the:l finalacpensionen sambased,sgd2d: snotaiget athe 
necessary approval. The provinces that blocked the approval of that 
were our own and British Columbia. 


As Mr. Couchman has stated, an amendment did become law in 
1978, which allows couples at time of divorce to share the credits 
which have been built in during the course of their married life. 


In the short term, PURS does nothing whatsoever to meet the 
most pressing needs of particularly the elderly woman. Three 
quarters of old people living alone are women. In Canada in 1977, 
55 per cent of women between the ages of 65 to 69 were living below 
the poverty level, as were 65 per cent aged 70 and over. The PURS, 
which would take 47 years to mature, just simply could not put in 
place anything related to the immediate and most pressing needs of 
the situation, nor can it meet the needs of the working poor, of 
which in 1977 in Ontario, we, along with Quebec, had the largest 
number of units in Canada. 


A PURS plan would simply mean the dissipation of what 
disposable income they have. It would create very serious problems 
for this group of people in the marginal labour force who are an 
essential part of our economy. 


Mr. Chairman: I gather what you are saying is that the 
PURS proposal would further deprive the people in the lower income 
brackets who need the money of much-needed purchasing power. 


~<Y 


Miss Russell: With the government-tested programs, they 
would be able to get at least a basic income that would not make it 
necessary to use their disposable income in such a way. 


Mr. McClellan: Thank. you .for --a* very -good.. presentation; 
particularly the material from Miss Russell, which I think was 
useful to put the discussion back into a context after the previous 
deputation. That is just my bias. 


I assume you are supporting the proposals of the Coalition 
for Pension Reform. 


Miss Russell: We see the Canada pension, with reform, as 
the vehicle through which an equitable program in this country can 
be developed. 


Mr. McClellan: There are two debates. I will make some 
gratuitous remarks. 


Interjection. 


Mr. McClellan: There are two debates that took place. The 
first one took place with the first delegation that was here this 
morning, which was whether or not there should be an enrichment of 
public sector plans or whether in their view the reliance should be 
on private sector plans. 


The second debate, which we got into yesterday afternoon, was 
if we go the public route, what is the proper shape and design of a 
public sector plan to look after precisely the constituency that 
Miss Russell was talking about, particularly women who choose 
Careers primarily in the home as opposed to careers in the work 
place or, secondly, women who. are in low-wage occupations 
throughout most of their working lives. 


Leaving aside the whole debate, whether we go public or 
private, and assuming, just hypothetically, that we have decided to 
go in the direction of the Coalition for Pension Reform, which is 
the public sector route, all kinds of questions then arise about 
how one should redesign the Canada pension plan in order to cover 
particularly women and, secondly, low-income wage earners. The 
Canada pension plan, as you are aware, is basically regressive in 
its design. It favours high-wage earners over low-wage earners. 
Secondly, any occupation-based plan is never going to cover women 
who choose housework careers. 


Have you given any thought to that set of dilemmas? Do you 
have a particular set of design proposals that will ensure that if 
we go the public sector route, we can provide both for home workers 
and for low-wage earners? 


Mr. Couchman: We have given active consideration to this 
particular question, and while we did not address it our letter--we 
know it is a long-term development--we feel very strongly that 
eventually right across Canada we will have to move to a guaranteed 
annual income. The patchwork quilt of pension plans and various 
welfare systems that presently exists needs to be integrated. That 


is a big effort. In any debate I have heard at the federal level at 
least, none of the major parties disagrees with that development. 
In fact, I had dinner one night with one of the ministers here in 
Ontario who said he suspected that within 10 years we would see 
that kind of development right across Canada. It is a question of 
how it is funded. 
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We have been very keen in the past about universal programs. 
The previous delegation speaking to the development of these 
programs said now is not the time to recommend in Canada, or 
anywhere in the western world for that matter, another universal 
program. We have had to take some strong looks at our arguments 
and, at’ ‘this’ ‘point, we are coming to the realization that a large 
portion of those so-called welfare dollars that are expended 
federally and some provincially are going to medium- and 
high-income earners, that is, we are not investing equitably the 
welfare dollars that we do raise through the tax base. Sorry, to 
correct myself, we are providing equity, but we are not providing 
it for those who really need it. 


At some point, I think we have to take a long hard look at 
some of the universal programs because there just isn't any more 
money there. We have to use the money that is there in a better way 
so that in the long term we are looking towards guaranteed annual 
income. However, in the short term--and we didn't want to make that 
our major point in this presentation today because we realize you 
are trying to address the pension issue--I think within the next 
five or six years, this is where the major debate is going to occur. 


In correspondence to us, Monique Bégin said that she felt 
this was the major--in fact, I can quote her remarks to us: "I am 
delighted that a prominent organization like the Family Service 
Association of Metropolitan Toronto is becoming involved in the 
public discussion on pension reform. This may well be the most 
important social policy initiative of the decade." I think she is 
right and I think that is probably where the debate rests r taint 
now. However, later in the decade, I think we are going to have to 
move ourselves away from these patchwork quilts and reform them to 
a more equitable system of income distribution. That may go beyond 
your question. 


Mr. Chairman: May I interrupt you here? Mr. Couchman, you 
happen to have been privileged, I suppose, with a communication 
from Madam Monique Bégin. I must say I have been trying to contact 
her myself. Maybe you could share some of her views through that 
correspondence to the committee. 


Mr. McClellan: The chairman is trying to say that she has 
given us the brush off. 


Mr. Chairman: I was interested in the quotation from that 
letter you have. I think the committee might be interested in 
following that up with the minister soon. 


MnereCotichman 2eeThis. ais 2/myo4 only! icopyPetbuts fo? would «be 
pleased to leave it with the clerk. 


~ 
Mr. Chairman: We could photocopy it while you are here. 


Mr #».Couchman: 4¢ Theas letter is not dated, but itis was 
received,on,;October 128 ,4#:L96l, Gson i teisinaywettermwritten -by. the 
Minister in the month by October. 


Mr. Chairman: As a matter of fact, we have been trying to 
Clarify what her views are in this area of pension reform. 


Mr. Couchman: She was very generous in her comments to 
us. There are two pages of specific comments about CPP and pension 
reform. 


Mr. Chairman: We had someone in from Ottawa yesterday, a 
Ms. Dulude who didn't think--At least the message I got, and other 
members of the committee might have as well, was that Mrs. Begin 
was not as clear and uneguivocal in her views as might be expected, 
when one reads some of the newspaper reports that one of our 
members, Mr. Mackenzie, has referred to on occasion. It was a 
question of whether there is a public posture that may not coincide 
with sinceremintent, 1f£ 1 could put a) that. way. 


Mr. Mackenzie: It is a question of put up or shut up. 


Mr. Chairman: Mr. Mackenzie was a little more forward in 
expressing this. Do you have a question, Mr. McClellan? 


Mr «eMcCLlelilan: do theught ob ihad athe whloor. 


Mr. Chairman: I was not sure whether you had finished or 
not. Carry on, please. 


Mr. McClellan: The family service association, you have 
suggested in your brief, is increasing work with elderly people. 


Mr. Couchman: Yes. 


Mr ...McCkellan: .Could pyou.eitalkisa ~Litthe: about «:théesckind iam 
experiences you are seeing show up in your caseload? 


Mr. Couchman: We have increased our programming on two 
major fronts. One is more of a therapeutic recreational program. We 
have seniors now attending Bolton Conference Centre. They do 
cross-country skiing and snow-shoeing and that kind of thing. We 
getrsra achance,. torsitalkieiwith seniors, sity esthat] Kind. of relaxer 
atmosphere, but at the same time we have developed, through the 
help of the province, a program for the counselling of seniors 
about specific life issues, not personal psychiatric issues, but 
about just living. 


That program is run by a group of volunteers largely, with 
One paid staff member. We are just beginning to get input from the 
seniors about what specific problems they are facing. Most of those 
can be put down to economic difficulties, housing questions, 
support services in the home, problems with finding proper nursing 
care. Most of the issues revolve around lack of services and lack 
of income to provide for these services for themselves. 


Mr. McClellan: Are you encountering any serious poverty 
problems? 


Mr. Couchman: We are finding poverty problems. For 
example, all these horror stories you hear about seniors eating dog 
food and all that sort of thing, we have not seen any of that sort 
of thing, but it may well be. However, you certainly get the 
impression from talking with many of these seniors that the income 
they do have is extremely limited. One gentleman who is aged 82, 
and whom I have helped personally over the years as part of his 
program, waS an immigrant to Canada in 1956 and worked for 25 years 
for a major tire company warehouse. I make out his income tax each 
year and he has $98 private pension. I think to myself that, while 
the company did not have a pension plan until he was, I think, 10 
years into his employment, the comment about it buying a package of 
cigarettes is just about where it is at. | 


Listening to that and watching that income rising ever so 
slowly in comparison with the cost of living and watching the 
seniors giving up the few little luxuries they do have is a very 
moving experience. While I appreciate that this committee is not 
charged with the responsibility of doing something immediately 
about the current pension plans, we have been trying to push in 
that direction as well because there are a number of people who 
need that help right now. They cannot wait for 47 years or whatever 
the time is. 


Mr? 'McCrellans?> We did "recommend, “~by™=@way-"or *a- final 
comment, in our first report that the guaranteed annual income 
system pensions for singles be raised by the Ontario government 
immediately. Unfortunately, that met with some resistance on the 
part of some members of the committee and, secondly, it has not 
been implemented yet. But we remain optimistic that the government 
will implement that part of our report. 


Mr. Williams: I just have one question, more of a 
Clarification really. The valid concern you express about being one 
of the main reasons, as I understand it, for imposing PURS is that 
it would take more money out of people's pockets rather than having 
it available for immediate use because of the obvious additional 
contributions that would have to be be paid. 


That is a concern this committee has, too, about that 
negative aspect of PURS, that it would, for those who want the 
money available now for use--what limited money there is--negate 
that direction. But in supporting an expanded CPP, would not that 
negative element also exist there if an expanded CPP had built into 
it, of course, additional premium payments to enrich that program? 
Would we not also have that same problem there as you would with 
the PURS program? It is just one level of government rather than 
the other. 


12 noon 


Miss Russell: I think that there could be exceptions. Tax 
credits could be worked on. We come to look at our whole income tax 
setup where there could be written in income-tested programs, areas 
and exemptions also for these people. There already do exist 
exemptions. Also, ae eventually will mean an increase in 
contributions generally to the fund. 


Mr. Williams: In either way, either in the CPP or PURS. 
That was my concern. 


Miss Russell: The whole question of the inflation tax 
Credit was an area that was of concern to us, with the double 
counting, if you like, the over-inflation element in it and the 
expense involved in administration and so on and the reconciliation 
of the different plans. 


Mr. Mackenzie: What would your reaction be, as part of 
the package that has to be put together to deal with more adequate 
pensions, to a sizeable increase in the old age supplement portion 
of the package aS a general revenue item in effect now? 


Miss (RUSS@L US) dag COINK. Le should | be looked. alticOme o sae 
possibility. 


Mr. Couchman: Yes, I think some of those things are going 
to have to be looked at as temporary measures until we can come up 
with a more rational overall system, but the mechanisms are there 
to provide-- 


Mr. Mackenzie: Also answers might mean that would be less 
of an increase needed in basic, although taxpayers are still paying 
for it obviously, but less of an increase than the CPP increase if 
we started at a higher basic old age security payment. I am 
thinking in terms of the low-income problem we have because the 
other thing we face is that somewhere between 54 per cent and 56 
per cent of all the people in pensions are collecting Gains or 
Guaranteed income supplement, so obviously those are the group of 
people which in most cases are not going to have the money to buy 
PURS or even spend a hell of a lot more on CPP unless we have a tax 
credit system in place. 


Mr. Chairman: Any further questions? 


Miss  Russell:..I wonder.if..1I «could. .ask a question. -.May . 
ask a question, Mr. Chairman? 


Mr. Chairman: Yes, you certainly may. The quality of the 
answer may not be as good as we got from you, but go ahead. 


Miss Russell: It is the question as to whether’ the 
investment structure of Canada pension could not be altered, the 
question that was raised earlier. 


Mr. Chairman: I can only express a view that by agreement 
I do not see why the Canada pension plan could not be amended in 
any respect. 


Miss Russell: But if the investment structure-- 


Mr. Williams: Investment structure is under agreement. I 
gather there is nothing to prevent the investment of the Canada 
pension fund in the private sector if that was the decision of 
governments to direct it in that way. 


Mr. Couchman: I think that was a major concern of the 
previous delegation. From the way we can appreciate that concern as 
that pension plan grows and grows and grows, some of that money 
needs to be put back into the private sector to stimulate the 
economy. 


Mr. Chairman: It would depend, of course, on the funding. 
I think fundamentally what we have suggested iS a pay-as-you-go 
plan with cushion. 


Mr. Van Horne: As a departing comment--I hope it is not 
gGratuitous--Miss Russell and Mr. Couchman have just been given a 
copy of our interim report. I am wondering if either one of them, 
as they look over this after our meeting today, react to any of the 
recommendations, if they would send that reaction back to us before 
we finish our hearings in another couple of weeks. 


Mr. Couchman: Our social action committee has been 
working on the pension issue now for some time, along with a number 
of other issues. I am sure they will be delighted to have this 
document. You can be sure they will respond to it if that be your 
wish. 


Mr. Chairman: Thank you very much. No further questions? 
The clerk has reminded me to remind you that this afternoon we will 
be hearing from the Police Association of Ontario at 2 o'clock. Its 
submission is exhibit number 74 if you want to check it in the 
interim. 


Mr. Williams: What about the other delegation? What 
exhibit do they have? 


Clerk of the Committee: They will send it in. 


Mr. Williams: Ee is going KE: be distributed this 
afternoon. 


The committee recessed at 12:06 p.m. 
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REVIEW 
(continued) 


Mr. Chairman: Gentlemen, this afternoon we have the 
Police Association of Ontario. There is quite a delegation: Mr. 
Donald Standard, chairman of the pension committee; Mr. Mal 
Connolly, administrator; Mr. Rod Gilmour, president of Peel Region 
Association; Mr. Jam #Garchinski; director; Mr. Art Lymer, 
vice-president of the Metropolitan Police Association; Mr. Bili 
Hutton, director of the OPP Association; and Mr. Glen Carkner, 
director of the Ottawa Police Association. 


I don't know whether Mr. Standard will be bringing forward 
the principal message or not. If so, would you mind coming forward 
and bringing with you as many as there are chairs for there? 


Mr. Standard: Mr. Chairman, the gentleman to my right is 
Mr. Rod Gilmour, the chairman of the board of directors of the 
Ontario Police Association. Next to him is Jim Garchinski from 
Hamilton, who is representing not only the Police Association of 
Ontario but the Hamilton association as well. From Metro Toronto we 
have Mr. Art Lymer, representing the three Metropolitan Toronto 
plans, representing the Metropolitan Toronto Police Association and 
a member of the committee. I will act as spokesman. I am sure if 
there are any questions, we would be glad to do what we can to 
answer them. 


Mr. Chairman: The committee members have had their brief 
for some time. It is marked as exhibit 74. 


Mr. Standard: We appreciate the opportunity of appearing 
before the committee. We did, as Mr. Taylor suggested, submit our 
brief in rather detailed fashion to this committee after making a 
thorough study of the royal commission report on pensions. As a 
result of this brief, we would like to make some comments about our 
concerns with respect not only to the brief but also to the royal 
commission report. 


We represent approximately 16,000 policemen in Ontario, 
including the OPP. Seated with us is a member of the board of 
directors of the OPP, Mr. Bill Hutton, who will also represent this 
committee; andoecofuhccourse: | athemeadministuatornssobsthe» . Police 
Association of Ontario, Mr. Mal Connolly, is also here. We also 
have, representing the city of Ottawa fund, Mr. Glen Carkner, a 
member of the committee. 


Our presentation to this select committee is with regard to 
the royal commission report. I would like to elaborate on some of 
the importantiPcectorstofethat, pparticulaniyuthedprivate sector 
plans. Your committee has made its first report to the Legislature 
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but we would like to make some comment on that, and regarding the 
public sector plans, on which I presume you have held off making a 
report until you have heard all the people involved. We would also 
like to comment with respect to early retirement provisions, about 
which police officers are very concerned. 


Mr... Cureatz: “Will? this s bes’ basicaly: followine? fom “your 
report on page three or six, or are you following your report? 


Mr. tandard: No. I haven't followed anything with 
respect to the report. I am.just making general comments. 


We: note im. thei oselect -<committee’s) first. reports corte 
government that your report is focused mainly on private sector 
plans. In some areas we must agree with you and with the royal 
commission report that perhaps there are some necessary 
improvements or provisions to be made with respect to the private 
plans. But our main concern here and now is what effect the changes 
in the private sector plans are going to have on members in the 
public sector. 


We appreciate there are many basic problems in the private 
sector plans, starting with inadequate pensions and lack of 
inflationary protections. There is the problem of vesting, whether 
it is compulsory or not. There is the matter of portabibity «tin our 
opinion, both vesting and the portability of pensions are a very 
important factor, where people jump from one job to another and so 
on. 


The only problem is whether legislation could be provided to 
make it work because portability, naturally, right now you are 
talking about Ontario, but certainly people are not standing still 
today. If they move from Ontario, like many of them are doing, to 
the west, unfortunately, there is no provision in there. With 
legislation, portability is a very important factor. 


The basic problems, from what we can gather from the report 
of the royal commission, were to try to recommend some solutions to 
this age-old problem of providing a system for all the work force 
in this country. Unfortunately, the commission's recommendation of 
PURS, from all that we can gather, and particularly from ourselves, 
is not a workable system. There have been many disagreements with 
respect to PURS, in particular as it applies to the public sector. 
The PURS system, as recommended by the royal commission, fails in 
many categories. We have noted through our brief many of them, but 
I would like to bring them back to your attention to refresh your 
memory. 


The PURS system will not provide any benefit in the immediate 
future. In our estimation, we are talking about something that is 
badly needed now and in the very near future, as opposed to some 
time in the great beyond. It is a system that would have to be in 
effect for many years for it to have any benefit, and then we are 
doubtful about the benefit. 


There is also no protection from the inflationary trend, 
which is also badly needed. I mentioned portability. The 
portability would only be in the province of Ontario and we feel 


that if you are going to have portability, portability should cover 
more than Ontario. This would require legislative changes federally 
and may take some persuasion from the provincial government. 


Another part we are very concerned about is the options that 
are contained in the matter of PURS. We are talking now about the 
options to new employees where they have the right, but are not 
compelled, to join a contributory plan. They also have the option 
of opting out of a defined benefit plan, of which we in this group 
are all concerned because we are in a defined plan, and what effect 
it would have on these plans. As far as our presentation is 
concerned, we feel it would have a devastating effect on our 
present plans. If PURS were accepted, in our opinion the government 
would be taking a step backwards. 
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I will get into the effect on the present plans a little DLE 
further when we reach our private plans that are in Toronto, 
Hamilton and Ottawa, but there are contractual agreements at the 
present time which include conditions of employment. If PURS were 
accepted by the government, what effect would this have on these 
contractual agreements? It is understood, and I see Mr. Bentley is 
a member of your commission, and I am sure he will agree with the 
fact that without the younger members in a pension system, without 
their contributions, a pension plan would suffer. 


It is the young money, the young blood that provide a pension 
system. If, under the recommendations of the royal commission, you 
allow the opting out of new employees, or the opting out of present 
employees who are at present enrolled in a defined pension system, 
you are going to deplete those systems and also you are going to 
deplete those systems of the young blood. 


We appreciate that if you talk to young persons today, of 121 
to 25 years of age, and even up to 35 years of age, about pensions, 
they are not quite interested in pensions at that point .<isovert you 
are going to provide a pension, you almost have, toi«force. .1tt..on 
them. That is what is done at present in the legislation for 
Ontario when it comes to municipal employees. If they are going to 
be provided with a pension, it has to be through the OMERS system 
at the present time, by legislation. 


The same thing is happening today, through that legislation, 
to the private plans, that is, the Hamilton plan, the three Toronto 
plans and the Ottawa plan. What is happening is that the older 
people who were in the plan prior to 1968 are dwindling fast So 
that the number in those plans are becoming smaller and smaller all 
the time. The same thing would happen if this was allowed to become 
law and people could opt out, because the present OMERS plan and 
the superannuation plan would gradually deplete in its membership. 
Perhaps in the private sector it may work, but in order to provide 
a system in the public sector, as far as we are concerned it is not 
at all beneficial. As far as the plans that are now in effect are 
concerned, as I have said, it would have a devastating effect. 


With respect to the Canada pension plan, it is hard for us to 
understand the attitude of Hon. Frank Miller, the Treasurer of the 
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province. In his statements to the press and to the public he is 
sort of threatening veto power with respect to the Canada pension 
plan if there are any great changes in it. However, we feel that if 
there is going to be a plan provided for the private sector and the 
public ‘sector, * but. particularly othe "private ‘sector; “if'*’there is 
going to be a plan provided, why not elaborate on the Canada 
pension plan? 


It has all the necessary ingredients to to provide both 
employer and employee with a benefit plan. It affects all the 
members sof the’ work “*forée:s with svery oifew 7cexGeptions oLtna sa 
completely portable; you can work anywhere in the Dominion of 
Canada and your pension goes right along with you. It has 
compulsory vesting, which is something the royal commission is 
suggesting to a degree. It has some inflationary protections 
inasmuch as it is increased according to the cost of living and so 
on. 


One of the major problems that the Mr. Miller, the Treasurer 
of Ontario, took exception to was the cost controls. Of course, 
under the CPP, the cost controls would then be controlled by the 
government. We firmly believe that with all the expertise in this 
province and the country in the matter of pension benefits, you 
Should be able to change the structure of the Canada pension plan 
to make it a more acceptable and workable system for all the 
members of the work force in this country. 


With respect to the CPP ‘as far as the public sector is 
concerned, and I am talking now about our plans that we put before 
you, you must keep in mind that the public sector plans are all 
integrated and, incidentally, are legislated. They are compulsory. 
We have no alternative but to have to have our plans integrated. 


We have very little benefit from the Canada pension plan, and 
in the very near future when the Canada pension plan grows--I 
believe at something like 200l1--the benefits that we receive from 
the Canada pension plan will be equal to our deductions. The 
members of the public sector will receive no benefit whatsoever 
from Canada pension, although they will be paying into it, but our 
deductions in our private plans and also the municipal plan in 
Ontario will be reduced accordingly. One will offset the other. We 
have nothing to gain by Canada pension plan, but we suggest that 
the private sector has a lot to gain. 


There are many small organizations and small employers, as 
well as some of the larger ones, who have small pension plans or no 
pension plans at all, and we agree that it is more or less an 
obligation on the government's part to provide them. They have 
provided them to some degree through the Canada pension, but we 
feel that is not sufficient and that serious consideration should 
be given to increasing this. 


With respect to our plans, I will speak first of the OMERS 
System. There has been very little in the royal commission report 
that refers to the OMERS system. I would just like to bring you up 
to date with our problem with respect to OMERS, in that during the 


years 1961 and 1962, the government approached all employees of 
municipal groups. 
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That approach was made by the then deputy minister, Paul 
Hickey, who held several meetings with the employee groups. He went 
to each individual group and talked to them several times. He also 
had some mass meetings of all the employer-employee groups and, by 
and large, convinced these members and the employers that this 
proposed OMERS system wasS supported by government, would be 
approved by government and was basically to provide an adequate 
pension for all municipal employees. 


In many instances there were existing plans in 
municipalities. It meant the members of these existing plans had, 
b¥e a-semajornity..vote,<“to. go.sinto,.<OMERS, .or.stay in. their:.private 
plans. The majority of municipalities in Ontario did go into OMERS 
with the exception of three larger municipalities, Hamilton, Ottawa 
and Toronto. 


This meant the cancellation of these many private plans which 
were in existence at that time. The employees were very sceptical 
at that point, but they were convinced not only by Mr. Hickey but 
by his compadres who went along with him that perhaps this 
government plan would be a better plan and certainly would have the 
Sanction of the government. 


The OMERS plan was legislated in late 1962 and on January l, 
1963, many of the municipalities went into OMERS. The regulations 
of OMERS were changed to make it mandatory, in 1968, for any new 
employees of any municipalities who were going to be provided with 
a pension, to be enrolled in the OMERS system. This is where the 
separation of some of these private plans in Ottawa, Hamilton and 
Toronto came about. It means that there are now more people in 
OMERS in Metropolitan Toronto than there are in the Metropolitan 
Toronto benefit fund. The same thing applies to Hamilton and 
Ottawa. What we have now is the majority of municipal people in the 
OMERS system. 


As far as the OMERS system is concerned--and I understand the 
OMERS people will be speaking to you at the end of this month--it 
has been built up through an exceptional board of management. It 
has the expertise behind it, and it is now recognized as one of the 
finest pension plans in Canada. Although it is a municipal plan, it 
has been regulated all the way through by legislation. It cannot 
change anything without royal consent. The OMERS system has been 
built through the years since 1962 to become a very fine plan. 


The royal commission report recommends that the public sector 
plans be regulated on the same basis as the private sector plans. 
We do not quite understand why unless it is, as they say, to close 
the gap between the private sector and the public sector. The 
public sector for years had been provided by the provincial 
government with a provincial government plan. Now the _ royal 
commission report comes by and says, "Well, it should be put on the 
same basis as a private sector plan." We are suggesting to you that 
private sector plana are having enough problems. We do not need to 
be involved with private sector plans. 
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As I said, the municipal plans are already regulated in many 
ways. They are regulated by the government. Everything has to go 
through an order in council; there is the Municipal Act which 
provides maximum benefits; there is the Pension Benefits Act which 
provides maximum benefits. All of this is controlled by the 
provincial Legislature. Why do we have to go into some other area, 
such as the private plans, to be controlled, when we are already 
being controlled by government? 


The royal commission report also suggests that the public 
sector plans should not lead in benefits. I remind you that the 
public sector plans, and particularly OMERS, are completely funded 
plans. A completely funded plan has to be paid for. The members of 
that OMERS system, as well as those of the private plans--these 
three plans that we are talking about, Hamilton, Ottawa and 
Toronto, which are basically the same as OMERS--basically pay the 
Same price. So, as far as the public sector is concerned, we are a 
little bit concerned by that suggestion in the royal commission 
report that public sector plans not lead in benefits. There has to 
be a leader in benefits somewhere along the way. If you 100k 
through the private sector, there may be other benefits that are 
superior to those in the public sector, but certainly they are 
being paid for, particularly in the municipal responsibilities. 


The one thing that -is important, is ‘that “in both past 2and 
present legislation the legislation prescribes maximum benefits so 
that the *protection, - not’ only-°for=-the “taxpayers and -f£6r the 
government but also for the employees, is there as well. We do not 
particularly care for some of the maximums that are in the Pension 
Benefits Act, the Municipal Act and so on, but we are saddled with 
them and we accept the provision that there have to be maximums. 


One of the main factors, and this is one of Mr. Miller's 
great concerns, is the cost control. In 1980 in the OMERS system, 
there were increases for the present retirees to try to give them 
something to fight the inflationary problem, and only after much 
debate with the provincial Treasurer was OMERS able to accomplish a 
four per cent increase, which had not been done for two years. 


Again this year, there is also a suggestion of making some 
increase to the pensions. As you know, OMERS has no cost-of-living 
provision built in, and it is suggested that this year there should 
be some improvement for the pensioners. This money also is taken 
right out of the finances of OMERS, which in the opinion, I 
believe, of this committee and also the royal commission is excess 
interest accumulated and should go back to the people whom it is 
going to help the most, that is, to the present retirees. 
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We expect to have a problem with the Treasurer of the 
province showing you that the province of Ontario does have a 
controlling. interest, as farasicost d5.*concerned...It iis notriquiltte” 
as the Donna Haley report suggested, control beyond the province's 
limit. It is not beyond the province's limit, and we suggest to you 
that it is being controlled. That is the public sector plan. 


In essence, the royal commission has suggested that the 





| so-called gap in benefits between the private and public plans 
gee be closed up. We are not sure really that such a situation 
Pexists. We submit that the commission's statistics are very 
'sketchy. We have not found anything that compares whether these 
people are unionized or whether they are non-union. There are many 
factors that are not within the statistics of the royal commission 
report and that makes it very difficult to make a judgement, but I 
am sure that the government of this province is not suggesting nor 
would ask the public sector employees to subsidize those in the 
private sector. 


With respect to the members that are here today representing 
some 16,000 police officers in the province, we have in our 
legislation certain bargaining rights, legislated through the 
government, through the Police Act of Ontario. We have certain 
Pargainend sUrignts = intiethemprovincetioft bsOntario, ) whicheetinclude 
bargaining for pensions. These rights are legislated. The only 
people that are sitting here today that have not legislated rights 
as far as pensions are concerned are the Ontario Provincial Police, 
represented by Mr. Bill Hutton. They are in the public service 
superannuation plan and they do not have any bargaining rights with 
respect to pensions, nor do they have any rights of taking it any 
further. 


I also remind you that in Ontario police officers do not have 
any strike provisions, do not have the right to strike, nor do we 
want it. We have seen what has happened in other provinces and we 
like the way things work here. On the other hand, we treasure our 
right of bargaining and negotiations. It is also legislated that we 
have compulsory arbitration in the light of not being able to 
settle and we also cherish this. 


As far as pensions are concerned, it has been the experience 
of this group for many years that when an agreement is reached, 
particularly when it involves pensions, it is a package deal. We 
have to give up something in order to get something. In many cases 
that has happened and it has happened primarily over the last five 
Or six years, except in the case of the larger associations in the 
larger municipalities that have had existing plans. Toronto's dates 
back to the 1800s. They have ongoing negotiations in those plans 
for many years. 


Since OMERS started, the pension systems have changed greatly 
in Ontario for municipal employees. Therefore, it has caused in 
arbitrations and negotiations a lot more considerations because, 
naturally, pensions are expensive. In order to provide these 
expensive benefits, we, as police officers, have taken steps in a 
package deal to make it more palatable for the taxpayers. This has 
gone on over the years so that the taxpayers have not really been 
hurt by the benefits provided, particularly in our group, for 
POLICE. 


The same thing applies in our awards through arbitration. 
There have been many of them where the municipality has said: 
"Look, we are politicians and you gentlemen appreciate the fact 
that we are not going to make any waves in the municipalities. As a 
result, if the arbitrator gives it to you, fine and dandy. Then it 
takes it off our shoulders." This is the way it has been and it has 
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been an up-sStreet battle all the way. 


However, we have survived. We do have good pension benefits 
in the majority of cases. We have 127 municipal police forces in 
the province. Approximately 85 per cent of all of these people are 
provided with early retirements and nearly 100 per cent with the 
full two per cent final average earnings plan, which is available 
in OMERS. That is including all past service. 


It has been an ongoing problem for many years, and now a 
royal commission comes along and, all of a sudden, makes 
recommendations that are going to change iit: L£ these 
recommendations are accepted, and we certainly hope that in many 
cases they are not, it is going to cause a hardship to these people 
who have fought and paid their share for some time. We object to 
these changes which would affect our present system of benefits. 
We, aS police officers, would protect this as far as pension 
benefits are concerned as we would our families and our employment. 
We are that serious about pensions. 


There is the matter of our retirement that I suggested we 
would speak on, because I understand that this is a matter that is 
having some problems as far as the committee is concerned. When the 
OMERS system was first legislated, there were two normal retirement 
ages. The normal retirement ages were set for policemen and firemen 
at the age of 60, and both employer and employee paid an extra 
percentage. The normal retirement time for everyone else in the 
municipal communities was aged 65. This was brought about because 
many of the plans that were in existence in 1961 and 1962 did 
provide for retirement at the age of 60. Now in many of the forces 
in the province of Ontario, they have compulsory retirement at the 
age of 60 in their working agreements. 


They also have with OMERS a type three benefit that provides 
a pension at age 50 provided that they have 30 years of service. 
This also is an extra cost, both to the employee and employer. But 
as I said, about 85 per cent of all the employees in Ontario have a 
Similar plan to that. 
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The ebig: factor” of ithis.ceie “thatiatthere visir now actuaries 
reduction. The royal commission report suggests that there should 
be an actuarial reduction for early retirement, except in specific 
cases. They do not elaborate on "in specific cases" but I am 
suggesting that police are one of them. 


One of the reasons for it is that police have rather an 
unusual situation in that most service in the police is long 
service. You start at an early age, and you go right through the 
service until retirement. If a man is going to retire from the 
service, it usually carries with it long years of service because 
there are provisions in the Police Act that you must be under 35 to 
join a police force. In many police forces, over the past few 
years, that age limit has dropped to perhaps age 25 unless they 
have previous police experience. Many of our forces today are 
hiring people at 20 and 21, so that even at age 60 they have 40 
years of service, which is a long service career. 


It is also very important as far as early retirement systems 
are concerned for police in that once a man becomes 50-55, under 
the current situation as far as the present society is concerned, 
he is no longer up to being out on the street. With all the civil 
liberties groups and the way that policing nas gone in the last few 
years, it is very difficult for even the younger people, let alone 
a person who becomes age 50, 55 and even 60. This is happening 
today. There are still a number of people of that age out on the 
streets. 


The reason is that in the present setup of police forces 
there are a minimum of office jobs available today, because, as you 
know, the financial crunch has placed everybody in a category of 
trying to do the same job at a lesser cost, so many police forces 
have hired civilian employees at a much lesser cost than the police 
who were previously doing it. This means that the inside jobs for 
these type of people--age 50 to 60--are very minimal. There just 
are not the jobs available to them on a police force today. 


Even the departments are looking for these people to retire 
because there are no positions for them, knowing full well that 
they cannot, in common language, hack the street job any longer at 
that age. As we say, we cannot all be administration. We still have 
to have some Indians out in the street, as well as the chiefs 
Sitting back in those offices. It makes it very difficult. 


The same thing applies with respect to our private plans. 
They too have no actuarial reductions and they do have provisions 
for early retirement--that is Ottawa, Hamilton and Metropolitan 
Toronto. These people, too, are very concerned about what affect 
this royal commission report would have on them. There is no 
question in our minds that to go along with some of the 
recommendations of the royal commission would seriously affect 
these private plans. They have, for longer than OMERS has been in 
effect, negotiated their plans to where they are today. Almost all 
are equal to the OMERS plan in most regards so that, with very few 
exceptions, they are pretty well on the same plateau as far as 
pension benefits are concerned in the province. 


There has been some suggestion that perhaps the 90 factor 
should be looked at as opposed to, in OMERS, the type three benefit 
of age 50, as long as they have 30 years of service. There are 
other benefits stipulated in the Metro Toronto group where they do 
have provisions even at 25 years of service with some deductions, 
of course, but at 30 years of service with no actuarial reduction. 


We must consider all these. They do have aé_e bearing, 
particularly with respect to when you are judging the private 
sector with the public sector. The same thing applies to these 
private plans. They have paid for many years, and in some cases, in 
the early years, paid much more than they are even paying now. 
There must be some justification for suggesting to you that we take 
great exception to having our plan changed, or drawn in closer with 
the private sector, if that is the feeling of the government. We 
certainly hope it is not. 


That is about the extent of the comments. If there are any 
questions, particularly dealing with the private funds in Toronto 
and Hamilton and so on, or dealing with police in general, we would 
be glad to answer them for you. 


Mr. Chairman: You have certainly made your position 
abundantly plain. The message has been loud and clear, at least 
from my point of view. There may be members of the committee who 
wish to pursue this or other aspects of the presentation. 


Mr. Brandt: One question; I do not know if your group has 
given any consideration to the volume of capital formation that 
would accrue on an expansion of the Canada pension plan. The 
problem that was identified by the royal commission was that too 
much of that money would be accumulated in government hands, and 
therefore would not be available to the private sector. The 
argument follows then that the private sector requires substantial 
sums of money for the capital needs of the country in the 
foreseeable future. Do you see that as a problem, or have you 
recognized that as being any concern? 


Mr<a Lymer :ey/Tyeisee) , tthatreacniadgprobiem myself. We do not 
believe that when money has been in government hands it has been 
properly invested, the way we have been dealing with our own 
pension fund, and particularly how the Ontario municipal employees 
retirement system has been dealing with the investments in that 
fund. Those investments, carried out properly, have produced high 
rates of return, which in turn have allowed OMERS to give increased 
benefits by way of ad hoc increases to the people on pension and in 
addition to providing a final-five formula within a very short 
period of time since the plan was born. It is 12 years. Our concern 
with the money flowing into government hands is that it is not 
properly invested. 


Mr. Brandt: The problem that has been identified by a 
number of organizations and identified in the royal commission 
report is that if that money is in government hands and is used by 
government for whatever purpose--I am not speaking so much of the 
return to the pension plan itself, which was the part that you 
directed your answer towards--but really the concern, and I think 
it is a very valid one, that Canada, as a relatively young country 
with enormous requirements in terms of capital demands in the 
foreseeable future, particularly in the energy field, will require 
large pools of money. 
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If, in fact, you look at the total sum of money that would be 
available in the context of the Canadian economy, and if you 
extracte? from (tthatmcwhat wwillecbecomesdtrihitong iofs dollangs-=not 
billions, but trillions--in the foreseeable future, particularly if 
there is not only a modest expansion of the CPP but something like 
a doubling of the CPP and the requirements to fund that adequately, 
if you take a look at that scenario and if government controls that 
money--and I realize the argument has been forward by my friends 
opposite that perhaps something could be developed to make 
available to the private market some of those funds that are 
accumulated, but I think one of the major concerns of some of us 


Betcingenere on ethissvcommittee is. that -1£% the: CPP is.sin fact 
expanded, it puts into the hands of government money that can be 
used perhaps on the social side rather than on the development side 
of the Canadian economy, where you are creating-- 


Mr. Mackenzie: No more Syncrudes? 


Mr. Brandt: --real wealth, something I could talk to you 
about some time. 


The distribution of unearned wealth is a very easy game, 
because what happens at that point, as you well know 
philosophically, is that you are giving people something that 
hasn't been earned. What I am saying is that in order for the 
Canadian economy to grow, we have to get some of that money back 
through pension-pooling dollars to the private market. I wonder if 
you addressed that kind of concern. Have you looked at the number 
of dollars that would be accumulated? 


Mr. Lymer: I certainly know what has been done up to this 
point with the Quebec pension plan. That has been properly 
invested, in the caisses populaires, I believe, to such an extent 
that I think that particular organization is now the seventh 
largest financial institution in Canada, second only to the Six 
banks. 


They have been investing the QPP moneys in addition to credit 
union moneys and the equivalent of OMERS as it applies in the 
province of Quebec and they now have billions and billions of 
dollars. I am wondering what is going to happen in Ontario when the 
payments that are made by CPP exceed the amount of contributions 
that are coming in. Where is the money going to come from to pay 
ROLerL Ge 


It is our argument that if that money had been properly 
invested in the first instance then there should be sufficient 
there to carry on with increased earnings from the fund and the 
contributions. We wouldn't need at this stage to look to increases 
in the CPP contributions. 


Mr. Chairman: I think what Mr. Brandt is saying--correct 
me if I am wrong--is that investment of pension funds through the 
private sector may be more productive in a number of senses, and 
the performance of the fund may be better than putting those 
massive amounts of money into government hands, where the appetite 
is insatiable and the reasons for spending endless. 

Have I paraphrased your message well enough? 

Mr. Brandt: It is another way of saying it. 


Mr. Riddell: Ft is interesting how one's’~ philosophy 
changes in a matter of a few days. 


Mr. Brandt: Mine changed? 


Mr. Riddell: Right. 


Mr. Brandt: Not at: aku. 


Mr. Riddell: Remember how you went after me about the use 
of this money for social services and what not, and now you are 
suggesting maybe it should have gone into the private sector. 


Mr.- Brandt: “If “SP'might™ “apologize "to 4 our = Guests = LoL ae 
moment. You were speaking specifically about the repayment of those 
funds and how Ontario was acting in the context of the whole CPP 
question. That is what I was responding to. I don't want to see 
that problem enlarged. I think there is a limit to how far that 
Should go. 


Mr. Riddell: I am glad we are getting on the’ same 
wavelength. 


Mr ., Brandt:) Mr. “Chairman ,Piris Io Still havewther floor, wiee 
respect to the expansion of the CPP, another problem I have--I am 
not just playing the role of the devil's advocate because we are 
looking at that as a viable option in so far as this committee is 
concerned--is that as a former member of a police commission and as 
one who has worked closely with your organization I know that all 
police officers do not necessarily have just one job. On occasion, 
there are police officers who are involved in other fields of 
activity in addition to their police work. 


Mr. Haggerty: You are not suggesting moonlighting, are 
you? 


Mr. Brandt: I didn't use that term; you did. But whatever 
term you want to use, what I am getting at is that there may well 
be a need within even the police organizations for some degree of 
flexibility with respect to pensions. Not everyone requires the 
same amount of retirement income. Some of your police officers, for 
example, have investments they have made over and above their 
pensions. Do you see a need or do you see any kind of value in 
having individual choice of the direction in which an officer may 
wish to go with regard to supplementary benefits, pensions or 
whatever? 


I raise that point because, if the Canada pension plan is too 
large or if it is expanded to too great a degree, there may not be 
that flexibility available to the officer in that the money has 
already been taken out or taken away from him. His alternatives are 
therefore narrowed just to the CPP and to very little else because 
he has only so much income to use for pension purposes. Do you have 
officers who want that degree of flexibility, in other words, 
individual choice on a voluntary basis? 


Mr. Standard: It really is not a matter of choice because 
if the officer pays into CPP, no matter whether it is off duty or 
on duty, that is not going to make any difference because his 
pension in integrated. 


Mr. Brandt: ~ You areé* "missing mye points tei. he Jpays’ thas 
much more as a result of the enhancement of the CPP, therefore that 
money is taken away from him. Perhaps in that individual officer's 
case, he may wish to buy a duplex or a fourplex or some other form 


of investment aside from strictly a straight pension. 


But if you expand the CPP to the level suggested by some, 
additional residual income or those dollars will not be there for 
him to use for other purposes. I am asking if that bothers you, 
that perhaps that option has been taken away, that individual 
choice has been taken away from you or could be taken away from you. 


Mr. Garchinski: If I might address that briefly; with the 
PPP. “there is’ a “guarantee. “With” ‘the flexibility, “there ‘is ~no 
Guarantee. That is. one of our concerns. That is why we believe 
there should be compulsory membership in the pension plan. That 
goes along the same lines as the CPP. That is addressing that. You 
mentioned the possibility of investments. There is no guarantee 
with investments where there is, we suggest, with the expansion of 
Ene CPP. 


, Mr. Brandt: There is also free choice with the 
investments. Do you not want that choice at some point in your 
career? 


Mr. Garchinski: If we had free choice with membership in 
a pension plan, we are concerned that probably the Majority of our 
members and with every other municipal employee, the majority of 
them would not have a pension at age 60 or 65. 


Mr. Lymer: I do not know where you are getting the idea 
that police officers have two jobs in the province. They do not. 
What does happen is that maybe they retire after 30 years of 
service when they may be 55 years of age and they can no longer 
carry on in active police work, working three shifts and out there 
in all weathers. 


Then they find they cannot live on their pensions and they 
have to take some other kind of job. There is nobody I know of that 
has secondary employment. As a matter of fact, our legislation, the 
Police Act, prohibits secondary employment. We are looking at that 
because the situation has become so bad in Toronto that police 
officers cannot afford houses any more. We have members who are 
paying $1,200 a month mortgage. On their salaries, they just cannot 
GO" 1s 


We do have what we call in some stations "pay duties" whereby 
an employer is doing some construction and the police officer has 
to be there to control traffic. There is a limited amount of those 
available but that is generally in the downtown area. The tracric 
men have some pay duties for funerals but they are very few and far 
between. 


Mr. Brandt: I would have to dispute in part what you are 
saying. I happen to know, without using names, of one police 
officer who has an upholstery business. I know of another police 
officer who is in a cement business, driveways and that kind of 
thing. 


Mr. Mackenzie: There are the exceptions. 


Mr. Brandt: Out of a 100-man_ police force, I have 


mentioned two specifically that I know of. There are a number of 
police officers who do have other jobs. They have other forms of 
income. Only in the context of getting to the point where I am 
asking if they would prefer some degree of flexibility in their 
investment plan, if they have the flexibility of the second job in 
some instances, perhaps they do not want to put all their eggs in 
the CPP basket. 


If it gets that large, if they have no other option, then 
they are locked into that as being the main vehicle, plus the other 
plans you have, of course. They do not have the option of investing 
that money in some other alternative. 


3:10 p.m. 


Mr. Lymer: I would have to answer your question to say 
that, no, we would not like to see it made flexible because the 
offices out there would need whatever money they can. They would 
forego it. It has to be made compulsory. Later on when they reach 
the age of 45 or 50 years of age, they realize the mistakes that 
they would have made and some have made where it had been a 
Flexible situation. It would have to be compulsory. 


Mr. .Chairman: Mr. Brandt,..I; think we have ‘to focus: on . the 
average police officer, not the atypical one who may have other 
business activities. When we talk in general terms I think we have 
to talk about the average policeman, not someone who may be in a 
different position. 


I am trying to get, if I may, Mr. Standard, the message here. 
I was not sure that you were advocating an enriched Canada pension 
plan. Are you suggesting that? I know that you are not enamoured 
with the provincial universal retirement system. Mr. Brandt is 
talking about appropriating more of your disposable income in order 
to \.enrich the Canadayvpension «plan. that you. have. told. dsi@us 
integrated in any event. I am just wondering what the ultimate 
effect of all that is going to be in terms of benefiting the people 
you represent. Are you advocating an enriched Canada pension plan? 


Mr. Lymer: No, I think where Mr. Standard is trying to 
come from is that, instead of going to PURS to provide the type of 
pension that should be provided to people in the private sector, 
the Canada pension plan should be expanded to give them the pension 
they need to live on in their retirement ages and leave our fund 
alone. If you go to PURS, you are going to destroy our fund. 


Mr. Chairman: What you are saying is that--and correct me 
if I am wrong--if you have to go at all, then do not go the PURS 
route. Go the Canada pension plan route because you already have a 
system in place. 


Mr « <bymer se¢Tha&g  is4right. 


Mr. Chairman: And it is going to hit the same target as 
the PURS proposal would hit. But all through here you say that is 
for the people, you are +trying to .help/rthe people in ‘that 
particular group but, as far as we are concerned--and I am speaking 
from your point of view--you are questioning how you will benefit 


from that. I gather you do not want your plan tampered with. 


Mrae octcandard:© that. te right. 9 We “have. -benetits. in our 
plan. As I say they are integrated but it really does not benefit 
us much in the CPP. But we would like to see--the vehicle is 
already there. It has already been established. It is very 
difficult at times to understand why you would go elsewhere when 
you have that vehicle. 


To answer a part with respect to the government controlling 
money in Canada pension and everything else, we had that experience 
in the Ontario municipal employees retirement system. When we first 
Started, all the money that went into OMERS was controlled by this 
provincial government in the way of 40-year debentures. It was soon 
found, as the result of the experience with OMERS, that in a very 
few years this was not workable, that it was hurting the fund and 
had to be changed. 


Mr. Chairman: I gather again and it has been indicated to 
Our committee that OMERS has performed pretty well in the past 
couple of years because you have had a more aggressive investment 
policy and managing your own fund. 


Mr. Standard: Completely out of the government's hands. 


Mr. Riddell: But does the Royal Commission on the Status 
of Pensions in Ontario not recognize the fact that there were good 
pension plans in effect now and that, if PURS was adopted, it was 
never meant to replace a pension plan that is in place and 
adequate? Was that not one of the recommendations? 


Mr. Bentley: I think that is the interpretation you could 
place on the recommendations of the royal commission because in one 
of their recommendations they did provide for the opportunity for 
pension plans to opt out providing that it met certain criteria. I 
cannot remember-- 


Mr. Riddell: Would this not satisfy the concerns of the 
group before us? 


Mr. Haggerty: May I ask one question? 


Mr. Mackenzie: (Inaudible) actually in the legislation 
because, while that is the recommendation of the royal commission, 
we don't know what the Tories are going to bring in here. 


Mr. Riddell: Yes, but they are basing their decisions too 
on the recommendations of the royal commission. 


Mr. Haggerty: Getting down to your question there, as I 
understand what you have said there, it is that OMERS now has money 
provided for investment purposes. Is that to the private sector? 

Mr. Standard: Yes. 

Mr. ehaggertyestteis going to the private sector now? 


Mr. Standard: Yes. 


Mr. Haggerty: We have our retirement savings plan; that 
goes to the private sector. How much more capital are we looking 
for to prime the private sector? Then the question is, what have 
they been doing with it that we can see any benefits that have 
accrued in the private sector? 


Our economy is down now and if I look at the Canada pension 
plan much of that comes back to the province of Ontario and they 
have a right to invest it in any. category they..want to... If they 
want to invest it in the private sector they can, but they too take 
in the Canada pension money from that and are using it now to 
perhaps add to the private sector in the sense it is going to the 
Ontario Development Corporation, it is going to the Eastern Ontario 
Development. Corporation,. it is going .to the Northern Ontario 
Development Corporation. 


We have the federal government--no doubt about it, funds are 
coming from the Canada pension that is going into the Canada 
Development Corporation. Then that goes into Petrocan, into the oil 
industry throughout Canada, perhaps going for exploration and that. 
So I imagine much of that is coming now from funding from the 
Canada pension plan. But it does give the government an extra area 
of revenue or source of revenue or money to be borrowed at a 
reasonable interest rate ‘that. they.can.let it out—tosthe-—private 
sector or to the government sector to encourage development in this 
particular area. 


I think of the member for Sarnia (Mr. Brandt) there; I am 
Sure that funds from the Canada pension plan have gone in to 
develop that complex in the Sarnia area. It has been of benefit to 
all Canadians. 


Mr. Standard: I think it all devolves really on the 
investment committee and what faith you have in an investment 
committee. We have some of the best people in this part of the 
country involved in the OMERS investment committee, and they have 
GOnG sab rerni rr ceo), 


Mr. Haggerty: Do you have members sitting on this board 
Or commission who handle investments? 


Mr. Standard: Sitting on the board? Yes, we have input. 
Mr. Haggerty: Yougdo,have,»inputeinto Lee 


Mr. Standard: Yes, we have input. As a result they have 
an investment committee of top people. 


Mr... subaggerty: But that. is. the, same as ‘the | Canaaian 
National Railways, for example; they have huge pension funds. They 
have representatives from their unions or from their associations-- 


Mr. Standard: Their pension plan is in better shape-- 
Mr. -Haggerty:.. That..is..right--to,.see, .that.it..is invested 


in the right areas, that it is going to get some fair return on 
their investments. 


Bute tune I fHookeatse thescintent: of. PURS here, -it iLeaves.-the 
impression that there is no pension money or funding now going to 
the private sector for investment purposes. I imagine there is 
guite a bit of it now--the deeper we get into this--that is 
available to the private sector for investment purposes with fair, 
reasonable returns to the persons funding it in the first place, 
that is the pension process. 


Mr. Standard: That is why we take exception to some of 
the royal commission report in that there isn't the information 
available in it to make a good judgement with respect to PURS. 


Mr. Riddell: Hasn't it just been within relatively recent 
times that OMERS has been investing in the private sector? 


Mr. Standard: They have come down from the 25 per cent 
that they were allowed to invest, they now have 100 per cent of 
contributions-- 


Mr. Riddell: Within the last two or three years. 


Mr. Standard: Within the last three years, I believe it 
is. Three years, Mr. Bentley? 


Mr. Bentley: I think it has been going for three years. 
Mr. Standard: Yes, I am pretty Sure. 
Mr. Bentley: I don't recall the exact date. 


Mr. Standard: We had 75 per cent for a couple of years. 
We started out with 25 per cent and then 75 per cent and now 100 
per cent. It has worked out very well. 


Moe Bentleys 5 haven't a clue to be able to estimate 10 
years down the road how they are going to end up. 


Mr. Williams: Mr. Chairman, recommendation 98, to which 
Mr. Standard has expressed strong objection, is: "If PURS is 
adopted, no employee should be compelled to join a contributory 
plan as a term or condition of employment." 


I may have been proceeding along on a false assumption, I do 
not know, but I assume just by virtue of the fact that that 
particular recommendation is dealt with under a different section 
of the royal commission considerations--under the employment 
pension plans, the private sector plans--and not dealt with 
specifically in the public sector plans, that--although I must 
concede it is not so qualified--it applied specaficaliyestoir the 
private pension plans, or in the alternative that any public sector 
plans that did have the mandatory contributory feature such as 
yours would be grandfathered and be permitted to continue in that 
fashion. 


I thought either way you would be protected from that 
particular recommendation. Perhaps Mr. Bentley could comment on 
that to see whether or not those assumptions are incorrect. 


DAZ. Dietis 


Mrs | Bentley? It. tisgmoncleéari(to..me sand “Aids. .beengatnc term 
from the beginning just what they were driving at. It seemed to me 
that if PURS were adopted, then the employee would have the right 
to select, even if you had a pension plan. However, when you get to 
recommendation 107, it seems to defeat that by saying the whole of 
the pension plan may opt out. 


Now it depends on what you are going to put into it to set as 
Criteria for opting out with respect to a plan. Are you going to 
say, for instance, one thing: it is mandatory that the employees of 
that particular shall join the pension plan? You couldn't leave it 
voluntary and meet with the requirements of PURS, if it were a 
voluntary employment pension plan, and permit that one to opt out, 
because there could be a number of employees who would suggest to 
their, employer, “To heck with it; Io am not going -to join thet extra 
planus 


So I think you come back to the same consideration, that for 
an opting out and if you have PURS you pretty well have to have a 
plan, where you as an employer establish it, that must be mandatory 
for all employees to join aS a condition of employment. I cannot 
see any other interpretation, John, in the whole thing. 


It is unclear to me, but if you follow the context, if you 
are going to go the PURS route and you are going to be permitting 
opting out, then you would have to say to all plans that are 
voluntary now for employees to join, “We are changing the ground 
rules." If you are going to opt out, you must say to all of your 
employees, "It is a condition of employment that you join our 
plan." I think that would be one of the criteria that you would 
have to build into it for an opting-out provision. 


I would go on with a number of others too but I think that is 
a principle one that you seem to be talking about now. 


Mr. Standard: You don't disagree with what we are saying? 

Mr. Bentley: Not in the context of what you are saying. 

Mr. Standard: I am glad we do not disagree. 

Mr. Bentley: If you are going to have a mandatory system, 
it must be mandatory for all employees, whether you go the PURS 


route or whatever other route you go. 


Mr. Standard: That is right. In order to make the system 
work. 


Mr. Bentley: , If you ,are jlooking. fory-pénsions -lor tas mane 
people as you can cover, that is what you have to do. 


Mr. Lymer: If I may, maybe I could just touch base with 
some of the things that Mr. Standard has mentioned in relation to 
how OMERS has affected these other three plans that we have, which 
is Metro Toronto, Hamilton and Ottawa. 


| In 1968 it became compulsory for all members joining the 
‘police force in Metro Toronto or any of the other Municipal forces 
to go into OMERS; so that as a result from July 1, 1968, the 
‘Metropolitan Toronto police benefit fund became a dead fund. It 
then Started to have a declining active members. Everyone had to go 
1into OMERS. 


| In 1970 that fund had a surplus of $10 million. At December 
31, 1978, there was a current deficiency of $2.5 million, which had 
to be paid between the members and the commission. It had to be 
shared as a result of an arbitration award. 


We believe that deficiency would never have been there had we 
‘continued with a live membership and had all the members joining 
the police force being compelled to come into our benefit fund. We 
‘have only been able to provide one increase in pension to our 
pensioners since 1970; that was in 1975. At present we have 
‘pensioners who are out on a pension of $3,300 a year after 40 
-years' service with the police force. That is not a pension that 
Byou can live on. Thankfully it is supplemented by the old age 
pension. Some of them don't have the CPP, it was not in being at 
that time. 


We can foresee that maybe if PURS comes into being it will do 
Bexactly the ‘same thing» to the Ontario municipal employees 
retirement system that OMERS did to Metro. We are seriously 
considering at this time going into OMERS because we have got a 
declining membership. We have an open-ended plan EhaG ie. a 
defined-benefit plan. We don't know what it's going to cost in the 
future, and it will probably be a lot cheaper for us as members and 
cheaper for the commission to pay a Cartarneramount ‘Lor us “Co Ngo 
into OMERS. I think there's a cost of about $13 million that would 
have to be put up if we were to wind our plan up and go into OMERS. 


The fear we have with PURS is that if we did that--and even 
if we have to protect our members who are now in OMERS--if we went 
into OMERS and PURS came into being we would be out of the frying 
pan and back into the fire. 


Mr. Chairman: If I can make an editorial comment, I 
wouldn't Lie awake at night worrying about that. I may be speaking 
for myself, and maybe I'm expressing some other personal views as 
well--I don't know. But I certainly appreciate the message, and 1! 
would hate to see that happen. 


Further questions? Thank you very much. 


Mr.. Lymer: There 1s just one observation I would like to 
make. On page 16 of that brief there is an incorrect statement. I 
think it's the third paragraph down in item four. It says that the 
chairman of the benefit fund itself is selected by the provincial 
government. He is not: he is selected by the Metropolitan Toronto 
government, so that's an incorrect statement. 


Mr. Chairman: The record stands corrected, then. 


Thank you very much, Mr. Standard and gentlemen. We have 


appreciated your visitation this afternoon, and it has been very 
helpful and informative. 


We have as the next delegation the Federation of Engineering 
and Scientific Associations: Mr. Allan Brookes, president; Mr. Amir 
Shalaby, chairman of salary and benefits; and Mr. C. M. Bailey, 
second vice-president. 


Thearbriief, ds: exhibit, 149. -That) 1S cin Yours latest sblnoue os 
Which one of you is going to act as spokesman, or are you going to 
both speak? 


Mr. Shalaby: We will both participate. I° will give ‘the 
opening statement, and Mr. Bailey and I will respond afterwards. 
Mr. Allan Brookes is unable to be here today; so just the two of us 
will present the brief. 


In opening I would like to thank the committee for giving us 
the opportunity to submit this brief and make this presentation. 
The Federation of Engineering and Scientific Associations is an 
Organization representing professional employees in engineering, 
scientific and related professional endeavours. We represent 20 
associations based in Ontario, Saskatchewan, Alberta and New 
Brunswick. Most of our groups are based in Ontario. We are also 
affiliated with a sister federation in the province of Quebec that 
represents five other associations. 


Our membership totals 7,000 professional employees, and we 
feel that in the concerns and issues we raise in our points on 
pension reform we perhaps reflect the concerns of many other 
professions that are not represented and haven't had _ the 
opportunity to make a presentation to this committee. 


The. jintéent. of. our -ebrief isie-etoO chighkight our, concerns — on 
pension reform, to explain the needs of our members in pensions and 
to put forward the preferences that we have in filling these needs. 
We would also comment on behalf of our Ontario groups on some of 
the recommendations made in the Haley report and in your own 
October 1981 report. 


33:30 p.m. 


Our member is typically a mobile professional paid about 
twice the average industrial wage. We feel that this group of 
employees is making a vital contribution to the economy of this 
province and that encouraging the mobility of such employees is 
advantageous both to the individual and to the entire economy in 
Maintaining the technological lead it enjoys. 


All our members are covered by employment pension plans. They 
are typically a defined-benefit variety, contributory plans with 
benefits based on the final year's average or the best year's 
average, typically the best five years' average salary. 


Only the public sector plans enjoy any form of indexing, and 
the public . and. parapublic: plans ..enjoy.: reciprocal transfer 
agreements. We mention examples of people who are covered by the 
OMERS plans, the public service superannuation fund and the Ontario 


-— 


Hydro plans; they come into some reciprocal transfer agreements 
between these plans. Many of the private sector plans--in fact, all 
of them--lack this kind of privilege. 


We see that perhaps most of the deficiencies which affect our 
members most in the current pension system originate in the concept 
of regarding pensions as a reward for long service rather than as a 
deferred wage. We are very pleased that both the Haley commission 
and your own committee have adopted the deferred-wages concept in 
viewing pensions. 


The two most critical deficiencies that our members suffer 
relate to the portability of pensions and the inflation protection 
of the purchasing value of their earned pensions--in particular, 
the vested pensions or the locked-in pensions. These deficiencies 
prompted the federation to formulate the policy statement. It was 
adopted by the policy-making body of this federation and is 
attached here as an appendix to this submission. It also benefits 
us to appear here today and present our views. 


The two examples we refer to in the brief of the possible 
deficiencies that the present pension system can inflict on some of 
our members, particularly the career earnings plans, result in very 
low post-retirement incomes. One of our groups has estimated that a 
member joining their pension plan from graduation to retirement may 
end up with something like 18 per cent of his final year's salary 
earnings as a post-retirement income. 


Another example demonstrates the deficiencies in portability 
provisions. One of our companies involved in high technology or 
social development finds that its own pension fund could be totally 
financed or totally funded by employee contributions. The young 
professionals join the company and leave after a short duration, 
and the company finds itself not needing maturability for the 
pension plan. 


We prefer the overhaul of the private pension system to 
fulfil our pension needs to the expansion or creation of another 
public pension plan. The private pension plans are preferable 
because they are adequately funded and subject to legal 
restrictions that ensure their adequate funding. They are subject 
to the collective bargaining process and therefore can be tailored 
to suit our needs, the needs of a particular employee group. They 
invest evenly in all sectors of the economy, and we feel that for 
the levels of salaries that professional employees earn a public 
plan probably would not be sufficient to match the pre-retirement 
and post-retirement incomes of professionals. Therefore, the 
private plans are our preferred route. 


We also support raising registered retirement saving plan 
limits. A $3,500 limit was established some years ago, and we find 
it inadequate to accommodate any difference between the 7 per cent 
and 7.5 per cent rate of contribution to the employment plans. It 
doesn't leave very much room for any additional contributions to 
their RRSPs. 


The concerns we have with expanding the Canada pension plan 
revolve around the intergenerational transfer that is due to the 


Partial funding of the plan. We feel that if the Canada pension 
plan were expanded it could discourage employers from making 
provisions for private pension plans, which we feel are a central 
vehicle for fulfilling our needs. We also do not favour the 
establishment of PURS, and I will expand on the reasons we do not 
favour PURS in commenting on the Haley report recommendations. 


We support many of the Haley report recommendations: for 
example, the application of a realistic rate of return on return 
contributions; the desire for uniformity in legislation across 
Canada--I think that's a desirable feature; earlier vesting; the 
endorsing of the deferred wages concept; disclosure; employee 
representation, and survivor benefits. All of these are desirable 
recommendations, which we support. We are also pleased that the 
need for portability and inflation protection were identified as 
central issues in the pension debate. 


We are, however, disappointed that the choice of a vehicle to 
implement portability and inflation protection was limited to PURS 
and to the inflation?! tax ‘credit. Inco Our ‘opinion, °°PURS omay § Line 
mobility within Ontario. We are not sure whether it could be 
portable outside Ontario. The low contribution level of the average 
industrial wage will probably result in 10 per cent of our members' 
income in the post-retirement period. It will take a large number 
of years to materialize, and in the meanwhile people may not enjoy 
the benefits of PURS. We also feel that it may add complications to 
the post-retirement system in Ontario: it will become a four-tier 
retirement system, and maybe that's a bit too complicated. 


The inflation tax credit will not help our members very much 
in protecting their pensions from inflation. We perceive inflation 
protection aS an earned right rather than a privilege based on 
need. It should not be a need-based tax credit; it should be a 
right, and old pensions should be inflation-protected. 


We are also disappointed that the Haley recommendations 
Criticize the public plans for the form of indexing they have 
rather than encourage the private plans to approach that type of 
indexing or to have some form of indexing. We are, therefore, 
generally disappointed in the inflation protection and _ the 
portability provisions in the recommendations of the Haley report. 


We commend this committee's October 1981 report. We found it 
strongly in favour of reform of private pension plans. We support 
the recommendations. In general we agree with them. We have minor 
comments on two or three recommendations, which we have listed in 
section 5, and they are only to reinforce the intent of the 
recommendations and to remove any potential ambiguities in the 
recommendations of this committee. 


We think the vesting and locking-in provisions should 
definitely be tied to augmentation and excess interest utilization. 
Vested and locked-in pensions are meaningless if they are not 
protected against inflation, and we feel that these recommendations 
should be carried in one group of recommendations rather than in 
separate ones. We feel we would also make a more strongly worded 
recommendation, number 16, on accepting the principle of augmenting 
pensions. Maybe that could be more strongly worded to ensure some 


obligation from the the employers to augment their payable pensions. 


Recommendation 7 addresses the split of the cost of a vested 
benefit between the employee and the employer. We feel that this 
should be worded to say that at least half of the vested pension 
would be borne by the employer. We do not wish to see an employee 
leaving a pension plan and having to contribute a little more on 
his departure. I am not sure whether this could occur or not but 
under some actuarial assumptions maybe some employees would not 
have contributed half their vested pension. 


In closing, I would like to thank the committee again for 
this opportunity. I would like to emphasize that the private 
pension system is where we see reform most needed. We feel that Le 
Canada pension plan and PURS were given attention it might detract 
from the energy and effort needed to revitalize and overhaul the 
private system. There is an element of choice; we feel that if two 
or three areas were reformed, one area could be delegated to the 
back burner. It could also discourage our employers from improving 
the pension plans. 


3:40 p.m. 


Mr. Chairman: Mr. Shalaby, I wonder if we could clear up 
that one point that you made. I think you are referring to the 
interim report and there was some ambiguity. Is that correct? 


Mr. Shalaby: Ambiguity? 


Mr. Chairman: In a recommendation in terms of an employee 
having to contribute something. I am wondering if Mr. Bentley could 
check that. 


Mr. Shalaby: Recommendation 7. 


Mr. Chairman: It certainly wasn't my understanding that 
there would have to be any supplemtary contribution by an employee 
put 


Mr. Shalaby: We don't know whether that “coulda! occur. "but 
could it occur under certain length of service and certain age 
group under certain actuarial assumptions of rates of retirement 
and so on? Could an employee join at, say the age of 50, and leave 
at the age of 55 and find that he has not bought half of his own 
pension? I don't know whether that could occur or not. There may be 
circumstances-- 


Mr. Bentley: If he's bought less than half with his own 
contributions, he is entitled to the benefit. Whether two thirds of 
that has been paid by the employer and one third by the employee, 
what he is entitled to is the benefit. So there would be no problem 


in that particular area. 


In the event, as you mentioned earlier in your address, in 
many pension plans now employees' contributions are buying their 
full benefit up until age 45, 50, 55; so that the full benefit is 
being bought in effect by employees’ contributions with interest 
accumulation. 


Mr. Shalaby: That's correct. 


Mr. Bentley: So all this recommendation is really saying 
is that in the event that the employee terminates you determine the 
value of his benefit and not more than 50 per cent of that value 
Should be paid for by the employee. 


Mr. Shalaby: It is not worded to say not more than 50 per 
cent; it says half and half. We would like it worded to be not more 
toa — 


Mr. Bentley: Maybe we loused up the writing, Mr. 
Chairman, but I think the intent was quite clear as I read it back 
to myself. 


Mr. Chairman: Of course, we were involved in the 
authorship; so it is abundantly plain to us what our intention was. 
Unfortunately, it was not as clear to you, apparently; so we will 
review that again to make it clear. 


Mr. Shalaby: We agree that the intent is there, but maybe 
we can polish the words up to--- 


Mr. Chairman: I don't want anybody lying awake at night, 
worrying about it. Were there questions, Mr. Brandt? 


Mr. Brandt: The report that you have submitted to us 
indicates some discontent with the current level of RRSPs at 
$3,500. You don't make a recommendation in that respect. Do you 
have a number or a methodology of keeping that in line with 
inflation or whatever? Do you have anything specific to (inaudible) ? 


Mr. Shalaby: We only go as far as saying to raise the 
limit and then tie it to inflation in some fashion. Your question 
is, to what level should we raise it? 


Mr. Brandt: Yes. You don't make a specific recommendation. 
Mr. Shalaby: We do not make a specific recommendation. 


Mr. Brandt: But you are saying from the time of 1976, 
when the 37500 was (originally -set, svyour- would slike it “to .be 
somewhat in line with the experience of inflation since 1976, and 
that it be targeted in some way to an inflation level from this 
point on. Is that the sort of thing you are talking about? 


Mr. Shalaby: That's correct. 

Mr. Bailey: I think we'd like to see something of the 
Order of at least $5,000, in comparison with the $3,500 limit, and 
thereafter indexed to inflation. I think that was the number we 
discussed internally, but obviously-- 


Mr. .Shalaby: It. will work. out > sthat. way... Inflation») would 
probably be 40 or 50 per cent since that time. 


Mr. “Brandt: ‘On a- secondr point) Mr - Chai rmans + l.e donee 
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recommendations under appendix B, where you talk about a 

}combination 85 factor. That's the first time that we've had any 
submission that I can recall that uses that particular number as a 
Minimum number. Number 8, I guess it is: "Pension plan should allow 
for early retirement, with no reduction in pensions where the sum 
of age and contribution to the plan equals 85." Could you give us 
some rationale for how you arrived at that number? 


BP econ you mentioned this in your verbal comments but it is in the 


Mr. vohalaby: The’ 35° years (of service “in” one plan would 
ensure maximum level of benefits. If somebody contributes 35 years 
in several employment plans, and retires at 65 there is no penalty. 
Even at 60 most of them have no penalty, but if you start retiring 
before the age of 60 the penalties become severe. Some plans go to 
12, 17, 18 per cent reduction in benefits because of the early 
retirement age. 


Mr. Bailey: Ideally, o£... course, iNi= .DENSLON., DLans-s.1 
doesn't matter at all how old you are. It is just the number of 
years you contributed to the actuarial calculation. This allows the 
formula of 85, which a number of employers use. Several of our 
groups have a formula of 85 for unreduced pension on early 
retirement, which basically weighs off a fixed retirement age of 
65, reduces it in cases where you have a full 35 years and makes a 
step towards what is actuarially reasonable. 


Obviously you can't simply base the number of years of 
contribution to the plan regardless of age, because one would like 
to see everybody retire at age 65 regardless of what the total is 
on the basis of the formula 85. So we suggest both 65 or age and 
service equals 85. 


Mr. Brandt: A combination. Thank you. 


Mr. Haggerty: I just want to follow up on Mr. Brandt's 
guestion there. I believe this is raised under other issues, the 
limit on the RRSP. There is an indication that you want to raise it 
from what--$3,500 to $5,000? Is this not an area the federal 
Minister of Finance in his latest budget is trying to plug? I 
shouldntt cablittta Loophole, but."the idea Ehatets ifyou Have sa 
high income you could use this for tax deferment or deferred taxes, 
in a sense to say, you can evade taxes for a number of years but 
still have substantial investments over a period of 20 or 30 years. 
Is this the area? 


I have a letter, I think from Manufacturers Life, from 
somebody who bought into a retirement program or policy at a time 
when you could go and borrow money on that plan, say at 5.5 or Six 
per cent, under this latest equity policy the minister has come out 
with. Now if a person wanted to borrow in that particular area, he 
is penalized because that is going to be plugged so that you have 
to borrow at the same interest rate as on the open market, 12 or 14 
per cent. We lose that privilege, so to speak. 


I know a number of persons who have bought into a savings or 
retirement life insurance policy that has been a benefit to them 
due to the high interest rates. They have been able to borrow on 
this particular policy. 


I am just wondering if you increase this, looking at the 
other side of the scale, is it not going to cause some problems 
with the government now that will create a tax shortage? They are 
not getting the revenue from the general tax source they used to 
get when they brought in this retirement savings plan. The question 
is, if too many people move in this direction and it means they are 
going to be looking for other tax sources, then they will hit the 
average wage earner making $18,000. He will be asked to contribute 
more taxes while they are building up sufficient funds in the 
registered retirement savings plans. 


Are there any difficulties in this area if you go too far in 
broadening it out, say, if you go to $5,000? 


Mire Shalaby: No. The Haley report lays out several 
sources of retirement income and one of these is personal savings 
rather than registered retirement savings plans. This is not 
available to most of our professions, because there is no room to 
contribute to retirement savings plans. So it should not be 
discounted as one source of retirement income for highly paid 
professionals. 


3:50 p.m. 


Mr... Haggerty:, Is there -anything in -there’ that “you “are 
supposed to be included in on this too? 


Mr. Bailey: The Minister of Finance in his last budget 
touched on (inaudible). We haven't touched on that question at all. 
It is a matter for the minister. We are talking about the ability 
to invest in RRSPs. Typically, professionals are mobile people. You 
have circumstances where you may have a very good company pension 
plan but a fellow who comes in at age 50 is not going to contribute 
to that plan very long and the benefit he is going to get from it 
will be entirely inadequate. The usual route is, for example, he 
may be at a very high level of earnings because this is the reason 
why he is taking this new job; so he has an opportunity to try in a 
very short period of time to build up a bit of a nest-egg through 
RRSPs. 


The limit when it came in on RRSPs for people who have 
pension plans was initially $1,500. It went to $2,500, I think in 
L9/Sencin (L976 mel« think,» rtzcwwentuto ($3,500. eWe anow mhaves ihad ane 
Change in that limit for six years. For some of our groups who have 
company pension plans at a seven or 7.5 per cent deduction rate and 
who are making $40,000 a year, which is a reasonable average salary 
for professional engineers and scientists across Canada, there is 
very little room left. His pension deductions from the company are 
$3,000 or $3,200, and he's going to put $300 a year into an RRSP? 
He has no opportunity at all in a tax-protected way, in the same 
way that all other pension contributions are tax-protected, to 
build up a bit of provision for his retirement. That is the problem 
we identified in recommending the increase in the RRSP limit. 


As far as it being a burden on the tax system, I don't think 
it would be any more of a burden than it was in 1976 when the level 
was raised to $3,500. All the other parts of the federal tax system 
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/are indexed and we think the RRSP limit should be as well. So the 


burden and the opportunity is afforded people to invest in their 
own retirement by building up, in effect, a private pension. There 
is no more of a burden than any other kind of pension investment. 
Tt isn't a loophole like an income averaging annuity contract or 
something else. 


Mr. Chairman: It is not a loophole. The government keeps 
changing the rules. 


Mr. Bailey: An incentive then. 


Mrs RiddellissOur, “task, ®of “course, is >to” ‘consider’ what 
pension plan or plans would be best for working people in general. 


You people are looking at it more from the standpoint of 


professional people. If I correctly understood what you said, you 


do not favour PURS. 


Mr. Bailey: Right. 


Mr. Riddell: You do not favour an enrichment of the 
Canada pension plan. 


Mr. Bailey: Right. 


Mr. Riddell: You don't believe we should be going the 
public route. Does one necessarily conclude from that then, that 
you do not believe pension plans should be mandatory? 


Mr. Bailey: No. I should correct our views. We aren't 
completely opposed to an expansion of CPP or establishment of PURS-. 
We believe the present pension system has proved to be inadequate 
and in that context of wanting a change, improvements in the 
system, our preference is for improving the private pension system. 
There is a distinction there we think is important. 


Mr. Riddell: But do we leave that to the discretion of 
the private sector or is it something we have to mandate? 


Mr. Bailey: I don't think the private sector would 
improve the plans on its own any further than ieias lista cost 
to employers, which, because of the way inflation has gone, has 
been reduced for employers. I don't think any employer would pay it 
willingly; it is something that is going to have to be mandated, 
particularly things like portability and inflation indexing. 


The only way this will become widespread is if it is mandated 
or incentives are put in, for example, pension systems that did 
meet these requirements were not deductible as a cost of business; 
or, if an employer did not have plans that meet these requirements, 
the employees could opt for PURS at a four “or fives per cent 
deduction rate from both sides, rather than two per cent, which 
would have a little meat on it--either through an incentive system, 
reward and punishment, or through a mandating system to have both 
inflation protection and better portability. 


Mr. Riddell: If we go through the public sector route, 
what do you see as the concerns of the working poor, the low-income 


people? We are told in this committee by those who discount the 
PURS program that it would be of no value to the people, because 
low-income people cannot afford to contribute towards a plan. They 
have to spend whatever income they have on food and accommodation. 
There is very little left over to sink into a plan. Now if we go 
the private sector route you are suggesting, how do we accommodate 
that problem? 


Mr. Bailey: Our view has been that accommodation of OAS, 
CPP and, in some cases, Gains and some of the other supplementary 
pensions provide a floor for the less well-off, both working and 
nonworking. We don't really have any mandate to speak to 
improvements in that area, other than recognizing there are 
deficiencies. 


Our concern was that in a rush towards a PURS or expansion of 
CPP, the urgent need we have among employed professionals, people 
at quasi-managerial supervisory levels--and we are not just talking 
about a few thousand people; there are probably as many people 
involved in those working categories as there are, for example, in 
the whole of the Canadian Labour Congress or the Ontario Federation 
of Labour. It includes a very large number of people who work in 
our economy. And these people are, when they retire, ending up with 
pensions--it is a fraud really. They have worked for 40 years, 
sometimes for one employer, and they end up with a pension, and 
they find the only worthwhile pensions to have are CPP and OAS. 


So this is the problem we are bringing to the attention of 
the committee. I am not suggesting you should not do anything about 
the problem of pensions for people who have not been in the work 
force during much of their life, or have worked at the minimum 
level, but we do not have any answers. We are trying to say, in 
your concern over that area, don't forget about reform of the 
private pension system. Do not put it on the back burner because 
everybody is keen on bringing in a PURS, or wants to see the Canada 
pension plan expanded. Because from our point of view, we have 
ended up with very little in the way of gain--something, but not 
all that much. 


Mr. Chairman: Mr. Bentley had a point he wanted to raise 
aS a matter of clarification. Maybe we could do that now. 


MocoeBentley:@) Inte -yourts -section, “tive; "Comments on the 
Committee's Recommendations," in the second comment with respect to 
recommendations 4, 5 and 9, and with respect to recommendation 16, 
I am not sure whether you are referring to augmentation for active 
employees. 


In the recommendation of the select committee, we were 
talking about retireds and deferreds; in other words, people who 
had left employment at retirement age, or had terminated employment 
from a particular employer and were entitled under the vesting 
rules to a deferred vested benefit. Augmentation in the 
recommendations of the select committee was directed towards those 
particular situations. 


Are you saying in your comments on recommendations 4, 5, 9 
and 16 that active employees should receive the same kind of 
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consideration with respect to augmentation of the benefits year by 
year as they progress through with their particular employer and 
remain with the particular employer? 


Mr. Shalaby: That is correct. 


| Mr. Bentley: That is what I thought you were Saying, but 
| I wanted to be sure. 


Mr. Shalaby: That is right. The augmentation of pensions 
to people who have retired is much more common than augmentation of 
_ vested pensions of a 40-year-old who has moved to another company 
and left a vested pension somewhere. 


oo D.Ms 





Mr. Bentley: So in effect you are saying that if you earn 
a benefit, we will say for argument's sake, $50 a year, you would 
like to see that augmented in the same manner as the excess 
interest principle would apply to retireds or to deferred benefits. 


| Mr. Shalaby: That is correct. 


Mr. Bentley: That is all I wanted to say. I. thoughtreenat 
is what you meant, but it was unclear to me. 


Mr. Bailey: We have spelled Le oU600 Ma Slittle scmore (Soin 
detail in section 4.1, where we state specifically that we support 
improved vesting only if the vesting is tied to improvement 

inflation protection on the same basis and to the same extent as 
pensions in the course of payment. 


Otherwise, you end up with a situation of a fellow who has 
worked for a company. He has left at 35. He has worked for 10 years 
there and this company may go beyond the existing regulations so 
that he has his pension locked in. That money is effectively gone. 
His own contributions are effectively gone at the current inflation 
rates. Thirty years later, at 10 per cent per year when he starts 
drawing a pension, the money is a pittance from that vested pension. 


Mr. Bentley: I guess I am confused again, because that 
was dealt with in the recommendation of the _ select committee, 
saying that with respect to not only retireds but also those who 
had terminated employment they were entitled to a deferred vested 
benefit payable to them at some time in the future. This shouldbe 
considered under the augmentation principle. 


Mr. Bailey: That is right. 


Mr. Bentley: What threw me was Ty. thoughti* that syvour 
comments indicated that, if an individual remained employed with 
that employer, his benefit that accrued year by year for service 
should be augmented in the same way as if he had terminated 
employment, was entitled to deferred vested benefits. 


Mr Bailey: Our recommendation there is for a final 
average-- 


Mr. Bentley: So you are talking in the same principle, 
the same wavelength as the recommendation of the select committee 
dealing with retireds and deferred vestents; that is, people who 
have terminated employment and are entitled to a deferred vested 
benefit payable some time in the future. Okay, I have that clear. I 
was not sure of that point. 


Mr. Shalaby: Could I comment on mandating the forms 
rather than leaving them voluntary? We recognize that many of the 
recommendations do encourage portability or make portability a bit 
easier. Things like earlier vesting, things of this nature make 
portability possible. 


We are speaking more of reciprocal transfer agreements 
between one pension plan and another. We note that you have 
identified the life insurance business as a successful operator of 
this type of scheme. We feel that the public service superannuation 
system has also operated this scheme successfully and we feel it 
should be widespread to many other industries. It is a reciprocal 
transfer agreements portion that we would like also added to the 
portability. 


Mr...» Bentleys. o.Yes;,, \b vam, aware tpthat «tise /Whatinyou, have 
suggested in here. All I would suggest to you as you know the 
myriad of characteristics in the private pension system to bring 
them together, it is a little bit different with the public service 
plans because they are substantially similar. But you can go from a 
flat benefit plan to a career average plan, to a final pay plan and 
the determination of the value of the amount, the pension benefit 
credit, to be transferred becomes a rather difficult calculation. 


Tien you darescgoing «he arfukls portability yisoute: sthnougE 
reciprocal plans for agreements between employers, you could have 
up to 15,000, and all the permutations of 15,000 different 
reciprocal agreements in Canada; so it almost looks as if you would 
have to establish the principles under law if that is what you are 
going to-- 


Mr. Shalaby: That is right-- 


Mr«sBentley:»,cTsgethatoowhat vyroumgsare g@advocating, that the 
principle should be established under law? 


Mr. Shalaby: That is correct. 


Mr... Bentley: In. other, words, :.werswould . have.~to,.set:.» the 
numbers to calculate the value of the benefit to be transferred? 
And that would have to be acceptable both to the transferring 
employer and the employer to whom the money is being transferred? 


Mr. Shalaby: That is right, the going in and the coming 
out. 


Mr. Bentley: Could I just ask one more question? Do you 
find anything wrong with the principle of allowing the transfer out 
to be at the employee's election. to roll -that credit over to a 
registered retirement savings plan as an easier solution, the RRSP 
noncommutable but under the employee's direction for investment 





purposes or to whatever trust or insurance company he wishes to 
have hold the fund? Have you any objection to that? 


Mree Stalaby: That “may "result ©in’-a'* reduced’ number™ ‘of 
years' credit in his new employment if the final benefit is a 
function of the number of years. 


Mr. Bentley: Nevertheless, you do have the accumulation 
of the capital sum that is transferred out, and he could leave from 
six different employers throughout his working life and in each 
case there would be a transfer of a capital sum from the employer 
to a noncommutable RRSP under the employee's direction and that 
would continue to grow as long as his investments were reasonable, 
and so on. 


Mor onelabv: that ss ai; Dit™ more rasky chan -—a defined 
benefit. Going to an employer with a defined benefit I think is 
preferable. 


Mr. Bentley: Possibly, always providing that the numbers 
that would be established to enable the transfers to be made 
provided some reasonable degree of equity, both with respect to the 
employee who was causing the transfer to be made, the employees who 
continue to be members of the pension plan from which the transfer 
is made, and the employees of the plan to which the transfer is 
going into. There has to be some degree of equity in “that, tarea. I 
am not going into detail, but it is a point that you have to be 
concerned about. 


Mr. Bailey: If I could just address a couple of points 
you raised: On your recommendation eight, yes, we certainly saw 
that as a good first step, but I think we favour, rather than being 
able to transfer 50 per cent of the employee's locked-in benefit, 
make that 100 per cent. We could not see any logic in the 50 per 
cent unless you considered the employer's contribution back as a 
kind of nondeferred earnings, the reward part. 


If you consider the employee's contribution to a pension plan 
to be, in fact, not deferred wages but actual wages that had been 
lent back, compulsorily taxed, and ie is the employer's 
contribution that is deferred wages, then there is no logical 
reason why it should not be 100 per cent of the benefit that should 
be transferrable to a noncommutable RRSP. 


Mrs oshalaby: 1) would “we point out that most employees 
would do that, and I think this provision is here to protect 
against insolvency of the plans if many people opt out immediately. 


Mr. Bentley: That is one of the problems we would have to 


face, that you can have a partially funded plan and, LL -you" hada 
heavy draw on that plan, it could act to the detriment of the 
remaining employees so you have to be concerned with it. 


Mr. Bailey: Should the plan not be properly funded, then? 
Mr. Bentley: It can be properly funded, provisionally 


funded under the terms of the Pension Benefits Act, in other words, 
they are amortizing the unfunded Prabriitirestout, 11 *v0uU- stiii~have 


a 


a liability of 50 per cent greater than the assets of the plan, and 
you have a number of draws on the plan and you allow the full 
transfer out, then that could act as a detriment on the remaining 
employees. 


Mrs; Balleys* Youn! still have..a.. problem, here s with u the 
question of equity in allowing only 50 per cent of pension benefit 
to be portable. There is a problem of equity as far as the employee 
goes there. He is only taking a 50 per cent vested benefit. We did 
address in the brief at the top of page five the question of the 
practicalities of portability when there are large numbers of 
pension plans. 


Let us face it, most of the major pension plans in this 
province are final years' average type of plans. In a sense, they 
are fairly similar. Not all of them have inflation indexing, only 
the public service ones do, but you can draw ae reasonable 
comparison. I know, because the federal reciprocal transfer 
agreements are drawn up between indexed and nonindexed pensions and 
they do manage to make a comparison of benefits. 


Obviously, the committee is faced with the choice between 
Mandating all employers into a system, and I recognize the 
committee may have some concerns about that approach, or leaving it 
up to the employers. to do it voluntarily. We would suggest, 
respectfully, that this: is a. form of spitting @into, ther wind... 1tito 
not likely to have much in the way of results. So we would suggest 
that the committee direct some attention or ask--what is the name 
of that organization that administers pensions in the province? 


Mr. Bentley: The Pension Commission of Ontario. 


Mr. Bailey: Perhaps you should ask the pension commission 
to examine the possibility of incentives through the tax system or 
otherwise or, for example, through PURS. We suggested earlier in 
the brief that, if pensions are portable, then PURS does not happen 
but, for employers whose pensions are not up to scratch, they can 
still run their pension schemes with flat benefits if they want to 
stay with that, but then employees have the right to opt, instead 
of the company,,pension plan, for URS. at a four or five per cent 
contribution rate from both sides. 


In this kind of system you both have the flexibility 
(inaudible) system and yet there is something that will encourage 
portability among employers. I think you will find even the 
insurance companies will drop their portability system once the 
present drive from group pensions, the heat is off, so to speak. 


Mr .».»Bentley:. Deeqgust .wanted. CO<bDrinde tos VoOurerartentian 
that the so-called portability, and I know that for a fact because 
I am working very closely with a number of unions in developing 
reciprocal agreements between multi-employer plans, and even there 
the problems of transferring moneys or benefits is pretty complex 
and most of those are flat benefit, defined contribution plans. 


Mr. Bailey: We recognize the practical problems. We 
expect that, for pension plans that cover at least half of the 
employees in the province, maybe as many as three quarters, there 
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would not be any problems or the problems would be comparatively 
minor. As for the remaining quarter, there would be problems and, 
therefore, so we do not end up with allowing the large group of 
plans for a small proportion of people to block progress in this 
area, that is why we suggest some looking at the question of 
incentives. 


Mr. Bentley: I just wanted to clear myself and hope that 
when you had prepared these recommendations you had considered 
this, and I know that you have, and that satisfies me, Mr. Chairman. 


Mr. Brandt: My question is on the issue of portability as 
well. When we had the private pension industry before this 
particular committee, they have indicated to us on a number of 
occasions that they are improving the whole area of portability and 
they are working out plans for this kind of portability between 
companies and so forth. 


You represent 20 organizations and about 7,000 employees, and 
I imagine there are a number of different plans within your group. 
At this time, have you noticed any appreciable improvement in the 
question of portability in your member companies in any way, shape 
or form that you could indicate to us because, aS you pointed out, 
the question of whether it is going to be mandated or whether it 
will be voluntary is a question that is going to be a very real one 
before this committee and we have to look at that very seriously. 
If it is going to be voluntary, we have to see some real action and 
some real activity on the part of the private sector. 


My “feeling is, and I think the majority of this committee 
feels, that there is quite a strong probability that we will have 
to go to some form of mandatory portability to achieve that 
particular objective. What has your experience been in the last 
while? 


Mr. Shalaby: There are two parts to that. The public 
plans are to some degree portable between one fund and another. The 
other side to that question is that many of the pension reform 
activities are waiting for the outcome of this committee so they 
are even holding on until they see what happens. Nothing much has 
happened in the last year or two, anticipating the changes coming 
up. 


Mr. Brandt: You have not been offered portability then? 


Mr. Bailey: No employer for the last two or three years 
of any of our groups has made any move towards improved 
portability. The improved portability that we have seen, for 
example, between Ontario Hydro and the federal plan, occurred about 
1973 or 1974 and was as a result of a request from the society at 
Atomic Energy of Canada Limited to the Ontario Hydro society which 
brought it up to their management; in a similar area, of course, 
there is portability between OMERS and, I guess, Ontario Hydro. 


For example, a group at Canadian General Electric,’ a typical 
private sector, large company, sought to have portability between 
their company pension plan and the federal plan, because there were 
people transferring back from AECL to CGE and its nuclear industry, 
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and they were told that it was not up to the employer, that this 
was a question of the insurer, and the insurer while the plan was 
in actuarial deficit had a veto on any changes, and they did not 
even have to ask him to know that he would exercise that veto. The 
employer said, "I am sorry, there is nothing I can do about thaticm 
That was the response. 


So we consider that portability is quite practical and 
possible, but there is no real incentive. An employer, especially 
if he is not paying the salaries he might to more senior employees, 
and is concerned about losing them, let us say to the oil industry 
out west, he is not interested in making it easier for people to 
leave. a 


Mr. Shalaby: The other form of limited portability that 
we observed is between companies and subsidiaries, for example, 
Control Data Corporation, in Ottawa, Mississauga and Minneapolis in 
the US. There is a form of portability of pension benefits there. 
That is again a limited form. 


Mr. Bentley: Keep in mind that portability has always 
been permissive under the Pension Benefits Act for at least 12 to 
15 years; it has been permissive for the employer to establish 
reciprocal agreements. We have never objected to any where we are 
satisfied that the employee is being protected in the event of a 
transfer of the pension credit or his rights in any way. It is not 
mandatory, but it has always been permissive. 


Mr. Shalaby: But I think establishing some of the rules 
for calculating the value of a benefit may speed up the complexity 
of the reciprocal agreement. The most often mentioned reason for 
not negotiating a reciprocal agreement is that it is not worth it. 
The effort involved is enormous in agreeing to what the value of 
the benefit is, so that if you have a small number of employees 
going from one employer to another it is not worth it. If we make 
that negotiation of a transfer agreement easier, I think we can get 
rid of that objection. 


Mr. Bailey: Isn't there a legal concept of who gains that 
is often used to determine and look into the rights and wrongs of 
an issue? When you look at portability, it is a social benefit in 
the public interest because employees gain because they get 
adequate pensions when they change jobs; employers do not. Their 
employees leave, it is made easier for them to leave, or they draw 
higher pensions. 


For the insurance industry, again they have to provide a 
higher rate of return; you cannot cushion your pension plan for the 
fact that there is a fairly high rate of premature withdrawals. I 
Suggest that speaks volumes to the question of whether you are 
going to have to manage it or not. 


Mr. Brandt: Mr. Bentley, on the question of weighting the 
value of the particular pension at the point that it was being made 
for, is that feasible in your view? Can it be done? 


Mr. Bentley: I think it can be done. I have always been 
convinced that it can be done, provided you are willing to listen 
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to the screaming of the people, the transferee or the transferor. 
Somebody is going to scream no matter what levels you set it at, 
pecause Wc Will «say, “it "materially affects my “plan.” It canh be 
done, and it can be done on a reasonably equitable basis, in my 
view, and I think it is something that the Pension Commission of 
Ontario, as well as other jurisdictions in Canada, have considered. 
Saskatchewan has looked at this approach already. I cannot say I am 
totally enamoured of their approach, but they have gone a short way 
towards resolving some of the issues by setting certain standards 
now in valuing the benefits. 


Once we set them, whatever these may be, in computing the 
value of the pension benefit credit to be transferred, we are going 
to be wrong in the view of a great number of people and we will be 
right in the view of a few people. We will have those people who 
will say, "Look, there aren't enough bucks being transferred in my 
view," and we will have other people saying we are transferring too 
many bucks. That is the problem we are going to face. 


Mr. Chairman: Are there further questions? If not, Mr. 
Shalaby and Mr. Bailey, I want to thank you very much for taking 
the time to appear before us today. I think the exchange has been a 
very useful one, and we appreciate the contribution you have made 
to our study of this matter. 


The committee adjourned at 4:20 p.m. 
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LEGISLATURE OF ONTARIO 


SELECT COMMITTEE ON PENSIONS 


Thursday, January 14, 1982 


The committee met at 10:11 a.m. in room No. l15l. 


REVIEW 
(continued) 


Mr. Chairman: I call the meeting to order. 


We had Mr. David Stouffer with us the other day, the senior 
budget adviser with the Ministry of Treasury and Economics, and I 
have now heard from him in regard to the Caisse de dépd6t. Maybe I 
could read his short memorandum, which addresses some of the 
queries that were put to the committee. It states: 


"Purther to the discussion at the select committee session on 
Vanuary 7, 1982, I looked into the proportion of the holdings of 
the Quebec Caisse de dépét in government securities. As of the end 
of 1980, the caisse had invested $6,145,000,000 in bonds issued or 
guaranteed by the province of Quebec. This does not include 
investments in municipal bonds not guaranteed by the province. The 
total fund invested was $11,508,000,000. Thus, about 53 per cent 
was invested in provincial bonds." 


That is that information, and I gather he is putting together 
Some additional material we requested, and I hope that will be 
forthcoming shortly. 


Mr. Brandt: Mr. Chairman, what was the estimate for the 
Canada pension plan? The total amount available--was it in the 
range of $30 billion? I am trying to relate the two figures. 


Mr. Chairman: On a Canada-wide basis? 


Mr. Brandt: Yes. That number has been mentioned in the 
past, but I can't recall what it was. 


Mr. Chairman I would not venture a guess. I don't know 
whether Mr. Bentley could. 


Mr. Bentley: Neither would I venture. Wai have: to ‘gov and 
look it up. 


Mr. Brandt: I was trying to relate it either on a per 
capita basis or to the size of Quebec to see how it was performing 
in terms of total available funds with the CPP. I don't know that 
it is that far out, necessarily, but I just can't recall that other 
figure. 


Mr. Bentley: I can't remember. 
Mr. Mackenzie: Is the inference in those figures, Mr. 


Chatrnanseithat,ofoutie/ofiesthes! $11.5. bidlion, Shisha hionsde«ise <n 
government bonds, and the balance is invested in the private sector? 


Mr. Chairman: I would think so. If you look “at "2am 
roughly half that has been invested in the private sector. I assume 
that is the case. The clerk points out to me, and rightly so, that 
it does not include investment in municipal bonds not guaranteed by 
the province. However, the figure is that 53 per cent is invested 
in provincial bonds and the balance elsewhere. So I would surmise 
that a great deal of the balance would be in the private sector. 


Mr. Brandt: There was $14.3 billion in the CPP as of 
1978, and an estimate of $25 billion by 1980. 


Mr. Bentley: I just looked at it not too long ago, and I 
can't recall. 


Mr. Chairman: That is the figure I had in mind, though I 
whispered to Mr. Bentley a figure that was beyond that. 


We have with us this morning the Canadian Institute of 
Religion and Gerontology. Mr. A. LaRochelle is here. Would you like 
to come forward, Mr. LaRochelle. We have distributed your 
submission. The members have that in front of them at present. You 
can deal with it in any way you wish. You can read it, touch on 
highlights, engage in discussion or whatever you wish. 


Mr. Haggerty: Mr. Chairman, perhaps it should be read. It 
is rather a poor copy. 


Mr. Chairman: Then I am sure Mr. LaRochelle will want to 
be sure his message comes through loudly and clearly. 


Mr. LaRochelle: Mr. Chairman, I will be happy to read it 
for the benefit of the members. First, let me thank you for the 
opportunity to appear before this committee, one that our institute 
views as very important at this time in Ontario. 


The CIRG, if I .can refers torite by: the sinitials wather thag 
read out the name, is an independent body that was founded about 10 
years ago to bring an increased awareness to the churches and the 
religions of the concerns of the elderly. We are not part of the 
churches or the Canadian Council of Churches. We are an independent 
body made up of members of different faiths and religions. I want 
to make it clear at the beginning that we are not representing any 
church or: particular faith. 


We have studied the royal commission report and we support in 
principle all the recommendations of the report with no exceptions. 
There are, however, areas where we would urge quick action by this 
committee to move the government into legislation and immediate 
attention. The most important, we believe, is flexibility in 
allowing people to retire later than age 65 and that all pensions 
and other benefits accommodate this option. We agree that age 65 is 
a reasonable point to restrict pensions so they do not occur at all 
different younger ages, but it is realistic to allow more workers 
to work beyond that age and to allow pensions to be deferred to 
actual retirement age at a specific time up to age 70. 


Also, the provincial universal retirement system, a mandatory 
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retirement system for all workers in Ontario, is an overdue measure 
and should be implemented at the earliest. This will reduce future 
increases for those who depend solely on the Canada pension and 
other benefits. It recognizes many will not be able to make private 
pension plans and will have to look to provincial pensions for 
income in retirement years. The creation of a central pension 
agency should proceed at the earliest so that this new pension plan 
can be implemented. We also support the funding recommendations 
which appear to be based on sound financial grounds and will 
protect the future needs of the workers who will need these 
pensions on retirement. 


The report is most commendable and deserves quick attention 
and action by your committee on all the recommendations. We urge 
you to move at great speed to seek legislation required to place 
the changes into action. Of particular note is the recommendation 
that the future increases and benefits be given only to those most 
in need and not to all in a universal manner and that the benefits 
be financial and not in increased services. 


In summary, the two main points are: (1) allow persons to 
work later than 65, which reduces those on the pensions and 
increases those contributing into the plans, and (2) create the new 
PURS plan to ensure that all Ontarians do have a pension. For 
reference purposes, we refer to the example of Switzerland in The 
Foreign Experience with Income Maintenance for the Elderly, a study 
by the Economic Council of Canada, which illustrates two important 
points: (1) an increase in contribution rates is acceptable to 
workers, and (2) workers rejected lower retirement age, at age 60, 
for instance. 


In addition to that, I have a second page that we have added 
since we did this brief several months ago. We have been following 
the proceedings of your committee, and on my second page we refer 
first to Mr. Haggerty's concerns about the disabled that I notice 
he raised just last week. We would like to refer to recommendation 
40 in the federal report Obstacles, which illustrates that the 
Quebec pension plan does provide for disabled employees an amount 
significantly higher than the federal plan. We see no reason why 
the PURS plan cannot also provide such a benefit for Ontarians. 


10:20 p.m. 


With regard to Mr. Stouffer's comment last week on the Canada 
pension plan not providing access to the information as to the 
fund, investment and performance where PURS does, TE Te. Our 1Op1 non 
this is a reason to have a provincial plan because it is crucial 
that people have access to the information so that there is wider 
awareness of the contributors to the plan. We are pleased to note 
Mr. Williams's remarks about the Quebec pension plan, which has 
been operating for quite some time, and we suggest Ontario can 
benefit a great deal from that experience, specifically ~ the 
disabled benefits. 


I have a personal concern aS a younger person. Those of us 
who work part-time and who cannot be in a private pension plan, how 
do we prepare for retirement? If there is no PURS, how do I manage 
to provide for a pension if I have no access to one? Increasing 
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numbers of people working part-time, temporary, casual jobs make 
this a real concern. I do not agree that time allows us to wait for 
the private sector to provide pensions for the future, and I urge 
you to recommend, therefore, that PURS be created, that it be 
portable and in harmony with the other provincial pensions as these 
are created, and that, in the short term, you recommend increases 
in supplements, such as Gains and GIS, to aid the elderly who are 
at present existing on inadequate pensions, because they are not 
able to survive, as we are all aware. 


I really question why we should worry about other provinces 
having pension plans at this point because the reality is that the 
largest number of elderly in Canada are here in Ontario, not in the 
other provinces; so it is important for you to urge Ontario to give 
leadership and work to create a new provincial plan in harmony with 
other pensions, and demonstrate real concern for the fast-growing 
numbers of elderly here in our society. 


As well, we certainly cannot wait for the federal government 
to.act, since it is clear it shas .notugiven’ any.Sidn.on sactingd. sin 
fact, it..8appears to. be. wreducing. benefits. af 4yousslookmeatvathe 
November budget, the changes in the RRSP-related areas, this will 
reduce the numbers who will even plan for retirement. This alone 
will create more on supplementary benefits and will cost us all 
more in the long term. Ontario has an opportunity here to be an 
innovator and to correct the wrongs being done by others to our 
Older population, which is growing. 


That completes my presentation. I would like to say, though, 
that the institute views with great alarm the actions of the 
federal government on retirement savings and has expressed its 
Support for the protests that are being issued by the Canadian 
pensioners concerned and other pensioners' groups, because we view 
this as a very serious step backward. 


Mr. Chairman: Thank you, Mr. LaRochelle. On that point of 
federal representation, could you enlarge on the size of your 
membership, the types of persons or organizations involved with 
your Organization? I am trying to measure in some way the potential 
your group would have in terms of impressing upon, not only us but 
also the people in Ottawa, that maybe they are not doing the right 
things or that we are doing the right things. 


Mr. LaRochelle: Well, the institute is made up of people 
from all the provinces and the territories. We had a national-- 


Mr. Chairman: Do you have an organization in each 
province, a separate chapter in each province? 


Mr. LaRochelle: Not officially in terms of office space. 
We only have one office here in Toronto manned full-time. But we do 
have people who are active in their own communities in the 
provinces, all of whom were here in November. 


We had a conference prior to the North American meeting of 
the Canadian Association on Gerontology, which was held just up the 
street ~herey.at cone of » ithe,.,cschools:s,.it.,was ,called,.Snirituas 
Wellbeing of the Elderly, and it brought together most. of the 
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A lot of our people are active in other groups like Canadian 


Pensioners Concerned Inc. or the National Pensioners and Senior 
Citizens Federation. 


Mr. Chairman: Do you have a separate membership? 


Mr. LaRochelle: Yes, we have a separate membership, but 
some of those people are active in the other organizations. The 
greatest majority of them are active in their churches, and some of 
them are clergy, but they are not representing the churches in any 
official manner. It is felt we must be independent so that we can 
haves 2nVOLcen toancbe-ablew -tomecriticizemthes churches rather .than 
represent them. The feeling is that the churches really have not 
addressed their concerns as much as they should have. 


Mr. Chairman: So your membership is composed of people 
from all walks of life and, I presume, all age groups? 


Mr. LaRochelle: Yes. There are people younger than myself. 


Mr. Chairman: Do you have a membership fee or how do you 
operate financially? It must cost something. 


Mr. LaRochelle: We have a newsletter that is published 
monthly and that is usually how we get our members. People usually 
want to see the newsletter so that, if the newsletter is ordered, a 
membership is given. It is $10 a year. 


Mr. Van Horne: We are just wondering about the breadth of 
definition of gerontology. Is that an appropriate-- 


Mr. Chairman: No. I do not think so. I am just trying to 
focus a little more sharply on your organization and what it is 
trying to accomplish. As we all get older, we of course all become 
more interested in older people and, I guess, gerontology. But ast 
is a pretty broad term, as Mr. Van Horne is pointing out, manda 
guess there is the medical aspect of it as well as the social and-- 


Mr. LaRochelle: Gerontology is the scientific term for 
the ageing process. The term is deemed to be more appropriate than 
just referring to the elderly, because gerontology is ageing from 
the point of birth and that is the area we are concerned with, the 
person from birth to death, not just in the later years. 


Mr. Van Horne: I was interested in your response to the 
chairman. You indicated there were people younger than yourself. I 
think that is what you said so I was wondering how broad that 
definition of ageing is but I guess in the fullest sense Lo, ic, from 
the day you are born; you are involved with gerontology. 

Mr. Chairman: Once you are born, you start to die. 

Mr. LaRochelle: You start ageing immediately. 


Mr. Chairman: Do you have a membership? 
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Mr. LaRochelle: The membership is several thousand. I 
could not tell you immediately. I do not know, but I can tell you 
that through the newsletter we inform people in different parts of 
the country what is happening in the other parts of the country. We 
also use the newsletter to urge people on to certain activities. 


For instance, in the federal situation, we are urging our 
membership to protest strongly to the federal government from their 
various regions of the country so that the government will see that 
it is not an isolated area, that there is a concern right across 
the nation. 


Mr. Chairman: I was going to, if I could, there was one 
thing you said that I caught and either you are not clear on it or 
I am not clear on it. You mentioned in connection with the 
provincial universal retirement system, and I am looking now at the 
second last paragraph: "The new PURS plan to assure all Ontarians 
do have a pension to look to...." 


Mr. LaRochelle: Yes. 


Mr. Chairman: It was my impression that the PURS program 
would target on those Ontarians in the work force as opposed to all 
Ontarians. I was wondering if that was your impression as well and, 
if it was, how would you focus on Ontarians such as housewives or 
homemakers who are not in the work force? 


Mr. LaRochelle: That is a whole separate problem. We have 
taken a stand previously with the federal government and we feel 
that some effort should be made to bring people in on a voluntary 
basis. Whether they do it on their own contribution basis or 
whether they do it through their spouse, that is a matter for some 
debate but-- 


Mr. Chairman: You support covering the housewives or 
homemakers under the Canada pension plan. Are you suggesting that 
or am I putting words in your mouth? 


Mr. LaRochelle: If the plan is universal, that means 
everybody; so I think it is inherent in the definition tha. 
applies to everybody. 


Mr. Chairman: Again, the Canada pension plan does not 
apply to everyone, and I gather the structuring of PURS would not 
apply to everyone. 


TO: 30 “a. 


Mr. LaRochelle: We do not view the Canada pension plan as 
perfect. That is why we are supporting a provincial pension plan. 
If we thought the Canada pension plan was adequate-- 


Mr. Chairman: Are you suggesting it provides the element 
of perfection that the Canada plan does not? 


Mr. LaRochelle: It goes a good deal further in the 
direction we would like to see government go. We do not feel the 
federal government can be relied upon to take the proper moves. We 
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think it is up to you here in the province to lead the way in this 
area. 


Mr. Riddell: Apart from the exclusion of such people as 
homemakers, one of the concerns we have heard expressed about the 
PURS program is that it will affect the low-income wage earner 
inasmuch as they are not going to be able to make their 
contributions towards such a plan, being that they have to use that 
money for more essential purposes such as buying food and providing 
themselves with shelter. What are your comments on this? 


Mr. LaRochelle: I do not see that as being a problem. If 
the plan is universal, everyone who is working would automatically 
be in the plan including temporary, casual, part-time people. That 
is a concern I have because that is a situation I am in. 


Mr. Riddell: But you are not concerned that they could 
not afford to make those contributions? 


Mr. LaRochelle: No. Tendotrnottethink Bthatedsi'syeanievalid 
criticism, in my opinion. 


Mr. Riddell: It is a concern we have had expressed time 
and time again by those people who do not feel that the PURS 
program is the-- 


Mr. Mackenzie: It is a concern that the Ontario Treasurer 
thinks is valid. It is one of their specific criticism of PURS. 


Mr. LaRochelle: I realize that, but we do not agree with 
HE,GWe do not accept jit. 


Mr. Brandt: I was going to pursue the question on PURS as 
well. I wondered how your organization came to a determination on 
that. This may have been covered. But in what fashion did you go 
through research with respect to PURS, or did you organization come 
to a conclusion that you wanted to lend your support to that 
particular program? I raise that, because you are one of the few 
groups that has come before us indicating any kind of support for 
PURS. 


Mr. LaRochelle: We had a wide-ranging discussion at the 
executive level on this with people from the different sectors, 
people from the west and people from the other provinces. There was 
a concern that--some of the provinces like Saskatchewan did take an 
action in mandating portability in the province. Manitoba now has 
this voluntary entry plan and there are other plans that are being 
supposedly considered. 


Rather than the argument that the Canada pension plan is the 
answer, we view that the provinces are going to have to take more 
of a role than the federal government. Therefore, rather than all 
the provinces urging the federal government to do something, we 
think the provinces should be willing to take the role and to take 
the responsibility and act. 


Therefore, based on what the royal commission said, based on 
its reasons for why it said that, we agree with them. We made a 
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presentation to them when they were holding their hearings. We 
followed their hearings; so I am well aware of the arguments that 
led them to develop to that conclusion which we agree with. I am 
frankly surprised at the number of groups who do not support the 
plan and who are attacking it. It is rather Surprising, in my view. 


Mr. Brandt: In your brief, you failed to mention or make 
any comment with respect to an expansion of the CPP as one vehicle 
Or one method of perhaps overcoming some of the problems that 
relate to pensions. Had you looked at that as well in your 
discussions? 


Mr. LaRochelle: There were a few people who felt that was 
the way to go rather than provincial plans. But bear in mind all 
the federal government has done has had a national conference on 
pensions. They really have not developed anything that we can see 
for the long term that will address the concern. 


In fact, there is an overriding concern by the majority of 
Our members that the federal government will try to reduce its role 
because of the increasing number of people involved and the 
increasing costs. When they are looking more and more to reduce 
their commitments, it is obvious that is one area where they are 
going to have to reduce costs if they want to go in that direction. 


That seems to be the thrust today. The federal government, as 
you well know, is trying to reduce its financial commitments to you 
right now in cost-sharing programs. This could develop even more in 
this area. That is why we are concerned about it. That is why we 
feel the provincial plan is preferable. 


Mr. Brandt: With the numbers of people you deal with--you 
mention some thousands across the country--does your organization 
identify the surviving female as being the one who perhaps requires 
the greatest assistance in terms of help to bring them at or above 
the poverty line? Have you had any input from your people with 
respect to that or do you identify any other group that we should 
be looking at that is suffering today? 


Mr. LaRochelle: No. We agree the group that is suffering 
the most today is the single, elderly female, normally, who did not 
have the opportunity to contribute to pension plans or who has been 
left with an insufficient pension by their spouses. We agree that 
is the crucial area today and that there should be an immediate 
commitment of funding through the supplements to bring those people 
up to at least the poverty line. 


We view with alarm the fact the federal government has made a 
lot of promises in that area but has not delivered on them. 
Therefore, we agree that is the crucial area that has to be dealt 
with right now. We get that feedback constantly from across the 
land. It is a concern in all areas. 


Mr. Brandt: Does your organization have any difficulty 
that you are aware of in the supplementary programs to CPP like the 
guaranteed annual income system or the guaranteed income supplement 
as being a vehicle that could be used to overcome those problems? 
There are those who have argued that CPP expansion is perhaps the 
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best way to do it, to bring those income levels up. 


Others have suggested those supplementary plans might be 


'used. In fact, it was part of the recommendation of the interim 


report of this committee that we look at those supplementary 
methods of bringing those income levels up to an acceptable level. 
Have your people identified any problems with respect to those 
other programs? Could they be enhanced, increased or improved in 
some way? 


Mr. LaRochelle: The view is they should be a temporary 
measure. They can be used in the short term, in the transition 
period. But that should not be continued forever. First, the 
problem with it is the fact the costs are going to be unbearable, 
Seaevyouslook “at ™the® future’ projections. «The potentialwW wseorvery 
severe. The growing numbers--based on the supplement--that number 
is growing faster than any other. 


Therefore, there is going to be a tremendous burden in the 
future. That should be only in the transition period until we get 


to something better. That is why we think PURS is something better. 


Eventually you should scrap all these things and go to something 
completely different. But naturally in the transition, you cannot 
just stop the world while you make the changes. You have to live 
with that in the interim but I do not think that should be 
considered as forever and a day. 


Mire er brandt: Do’ you ‘get any “strong Piput frome “your 
membership with respect to those programs outside of CPP or other 
pension plans where they are identified or looked upon with some 
stigma as though they are a social welfare program, and they would 
prefer another vehicle to deliver the money which would perhaps not 
Carry with it the appearance of it being social welfare in whatever 
form? 


Mr. LaRochelle: That is a rather different question. 
There are those people who feel we should have a social insurance 
tax above and beyond the taxes we already have. You can make a very 
good argument for that. But at the same tame, aciiat O32 seigoing 2 co 
create a whole other set of problems. Whether you view pensions as 
welfare or not, that is a point of view we would not share because 
pensions should be viewed more as a person's earnings. 


Mr. Brandt: Some who have made observations on guaranteed 
income supplements or Gains programs look at those programs as a 
form of social welfare as opposed to a pension, which they look 
upon as being a right and something that is not a social welfare 
program. I was saying the opposite of what you are saying with 
respect-- 


10:40 a.m. 


Mr. LaRochelle: But the reality is that, no matter what 
term you want to call it, we have to have the mechanism, because 
the reality is that people have not had the opportunity, people we 
have to be concerned with now who do not have adequate pensions. 
There has to be some mechanism to assist them; whether you call it 
welfare or whether you call it something else I do not really see 
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that it's important. 


Mr. . Brandt: -Ilt'ssenot:.a. problem, -then,,. iS»-Whats<you are 
saying. 


Mr. LaRochelle: No. 
Mr. Brandt: That's really what I wanted to know. 


Mr. Williams: Mr. LaRochelle, you indicate in your brief 
that the most important consideration of the institute is with 
regard to the flexibility that you feel should be allowed with 
regard to working beyond the age of 65. As you know, the commission 
is more or less silent on that point. They felt it was a matter 
outside the pension area. They did indicate, or make the comment, 
that if. the age isi set .at about<65,.-and; as .a result,~ pensions 
accrue fully before actual retirement, the pensions should be 
actuarially increased accordingly. You have no objection to that, 
of course. 


I thinkesthey'reviprobabiv, anights fthatelte js dnotegprimarihy ma 
pension matter. It's on the periphery of pensions, and it's 
important. I think this issue has been addressed in other forms 
within this building, primarily in the Legislature. I know that not 
one but, I think, two members of the Conservative caucus have 
brought forward private bills recommending that any mandatory 
aspects of retirement at 65 be waived and the age be increased, and 
I am certainly one who has argued very strongly in favour of that 
as well. I think it's just another contribution to destroying the 
work ethic by taking that right away from people, in effect. 


In fact, just recently I did of survey in my riding, and the 
response in support of extending or making optional whether a 
person retired or not at 65 was just overwhelming. I just couldn't 
believe the response. I think it is indicative of the fact that by 
and large most people feel they can see the merit, so long as 
people are in good health and have the will and desire, in not 
prohibiting them from exercising a fundamental personal right of 
being able to work if they see fit. 


I know that some people in other quarters have argued 
vigorously against it, although I truly fail to see the logic of 
their arguments. But certainly I agree it is an important issue, 
and while the private bills that have been brought forward have 
either been voted down by a majority or blocked, whatever the case, 
I am sure this will be pursued and that eventually your point of 
view will prevail, because I think it's a fundamentally important 
issue. I hope the day does come when that right is restored fully. 
I agree it is a very important issue, and I'm glad you brought it 
forward. I don't think any other group before us has stressed the 
importance of it as your particular group has here today. 


Mr. LaRochelle: On that point, we criticized the royal 
commission in our submission to the other committee for not taking 
a stronger stand. The standing committee on resources development 
had hearings on the human rights bill. That was, we felt, rather a 
flaw, because the commission tried to keep a hands-off attitude. 
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Mr. Williams: Well, we have to accept the reasons they 
have given for it, although I think there is an indication in the 
report, the way I interpreted their comments, that they were trying 
to be as objective as possible. I detected a sense of support for 
its being optional, but they obviously felt that they didn't want 
to get involved in that issue and that it should be resolved 
elsewhere. I hope it is soon. 


I don't know whether you have any other comment other than 
being critical of them for backing off on that issue. 


Mr. LaRochelle: Only that we hope the government does not 
use that as a vehicle for avoiding the issue, because I do recall 
the minister saying in the House many times that we are waiting for 
this royal commission report. This was an answer that was given 
many times in response to questions, and when the report came out 
it failed to deal with the issue. So I hope the government does not 
use that as an excuse to avoid the issue. 


I must say I am rather concerned that the code as adopted 
does not make any change in that area. The rights are extended in 
the code except for employment, so what in effect has happened is 
that you have reinforced that. So in effect you haven't dealt with 
the issue. 


Mr. Williams: I think they didn't make any specific 
change in the code; but again, I think the door was left open for 
Ehe-wpossibiLity: of it, toPoccur,i anda amystilld -hopetul-- 


Mr. LaRochelle: I beg to differ with you. I think the 
code frankly reinforces the fact of mandatory retirement at 65, 
which I think you are going to have problems with, because when the 
federal charter of rights is given royal assent you may well have 
legal cases that will argue that your code violates the federal 
code, and you may have some very severe legal problems with that as 
a provincial Legislature. That's what I view as a very serious 
problem. It's going to be more of a problem, because more of these 
people will go to court to fight it. 


Mr. Williams: Maybe you're right, but personally I'm on 
your side. 


MrwewbLaRochelle: -Iacwant. toeusay; Gin. sepWilliams, 5ithat, ke was 
very glad to see your contribution last week in the minutes of this 
committee where you pointed out the Quebec pension plan, because 
the Quebec pension plan operates aS a separate provincial plan, as 
you said. I also was pleased that you raised it because the Quebec 
pension plan deals with the area Mr. Haggerty was concerned about, 
disability pensions, in a much better way than the federal plan 
does. If you will refer to recommendation 40 in the federal report, 
Obstacles, 39 and 40 both deal with that area. Therefore, I'm glad 
to see that you recommended a harder look at what is going on 
there, because certainly if they can operate a plan why can't you 
do it here? I agree with your argument. 


Mr. Chairman: Are you finished, Mr. Williams? 


Mr. Williams: Yes. 
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Mrs Mackenzies I really want ‘to try to.get a handle. of 
the extent to which we should be taking a look at the PURS program 
Or whether it's a discussion basis only or whether there was any 
research into it. And I ask this simply because, as I think Mr. 
Brandt pointed out, barring two investment association groups who 
obviously have an axe to grind, you are the first and only group 
that has come here in support of PURS. You are making the case for 
some quick action for some of the people you represent-- 


Mr. Williams: Just to correct the record, Mr. Chairman: I 
think the group before us as recently as yesterday supported PURS, 
and-- 


Mra Mackenzie *That'*sw what! Idigust. csaidaebfithsvounmm wows 
listen and let me finish, Mr. Williams. 


Mr. Williams: I «took you) to )sayrthat.eno) other “group } hades 
that they were the first group to come before us. If that's wrong, 
I stand corrected. 


Mr. Mackenzie: The reason I raised these points with you 
specifically is that most of the groups that are concerned with the 
problems of older people and of disadvantaged people, and certainly 
most of the concerned pensioners' groups, are not favourable to the 
PURS approach. The PURS approach, if you are aware of it and if you 
have been monitoring our sessions, won't provide a full pension for 
47 years, so there's an immediate and urgent need and a need that 
is going to last for one heck of a lot of years. 


LO: 50-84 «ive 


The PURS system, using not my criticisms of it but the 
government's own criticisms, is going to adversely affect the 
lower-income people who have to establish such a plan. It's going 
to require, in effect, low-wage people to prefund what they're now 
getting without’ the :mspecific “/funding® im) cit soin eters: mildews 
Guaranteed annual income system or the guaranteed income supplement 
payments they will receive. 


Two people can receive an entirely different amount if the 
PURS system is set up, one substantially more or less than the 
other depending on the individual, because there's a requirement 
also for some decision, which many of these people won't have in 
terms of the investment they'll make. So you could have two people 
retire down the road--if we ever got to the end of the 47 
years--and one would be making one heck of a lot more than the next 
person. And that is the whole question you are going to have of 
fairness in the system. 


There are so many of these questions. The very question of 
the extent of the coverage you're indicating your people want is 
very much questioned in the PURS system as against the Canada 
pension plan, which is universal and covers more people than I 
think you will see covered with PURS--that may or may not be a 
question mark--but which has some floors and limits on it and which 
is already in place as against a system that's not. 
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You indicate in your brief that you have been monitoring the 
committee's hearings. All these points have been made and made by 
people other than my colleague and myself, who have felt this for 
some time, including almost all the groups that deal in assisting 
people. That's why I am really wondering about the extent to which 
your group has taken a look at the quid pro quo, if you like. 


Mr. LaRochelle: Our response to that would be that one of 
mie LaultsivormecPpP “1s «that -it "s™universal ‘rn ‘that a» lot~ of" people 
who receive it do not need to receive it, and that's why I said in-- 


Mr. McClellan: What percentage? Do you have some data 
that would give us an idea of what percentage receive CPP 
unnecessarily? 


Mr?’ sbaRocnelle: =No,” but i) -think youre would “agree y-that 
there are some very high-income people, obviously. 


Mr. Mackenzie: A more important argument, though, Mr. 
LaRochelle, might be the fact that right now, even here in this 
province, one of the better-off provinces, 54 per cent of all the 
people on pension qualify for and require GIS and GAINS; in other 
words, to barely eke out a living they have to have that. 


There would be one heck of a large group that wouldn't be 
living in the lap of luxury over and above that; so you're dealing 
with a very small number of people, and I think an easier way would 
be the proper reforms of the income tax structure to take it away 
from those who may not need it. 


But the point is that you have a tremendous number of people 
in this province, by far the vast majority, who are not in the 
position you are talking about and who desperately have to have 
what some of us do feel has a little bit of a welfare connotation, 
the additional payments through those two plans, just to barely 
survive. 


Mr. LaRochelle: Then do you not agree with me that we 
should perhaps remove the benefit from those small numbers who do 
not need it and give it to the larger number who do need it? 


Mr. Mackenzie: We would have no difficulty with that at 
all, but that is not achieved at all with PURS. That's the point 
I'm trying to make. 


Mr. *Gakochelle:s I ’*was “going “to “*say-"-that’™ one “of°* the 
problems with the universal plan is that when a _ benefit is 
increased it's increased across the board, like the basic pension. 
That's why we agree with the royal commission that any increases be 
given to those most in need rather than just going across the board 
and giving everybody a general increase. You give an increase to 
the supplement, to those people who are in the crucial area who are 
living on the supplement and who are just surviving. That's what 
we're saying. 


Mr. Mackenzie: So you really want to institutionalize the 
special assistance to one specific group rather than ao-it 
universally and then tax back in terms of fairness on income, 
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because you are really setting them aside, then, when you do that. 


Mr. LaRochelle: Well, the fact is that this would be the 
quickest, most effective way to deal with it. 


Mr. Mackenzie: I have doubts, but there are two other 
questions I really want to ask you. One of them is that you say we 
really shouldn't be concerned in effect about the universality of 
it or about the other provinces and what they do with it because 
most of the seniors live here in Ontario. 


Some time in the last month or two Ontario passed 8.5 million 
people. The Dominion, coast to coast, is either at or just within 
50,000 of 25 million, according to the statistics we jhave.s-co nae 
fact we have one third of the people here. British Columbia, I 
believe, has as high a proportion, if not a higher proportion, of 
Older people, but we're dealing with one third of the people in 
this province of our country, and most of us feel that we should be 
taking a look at it on a national basis. 


There is a tremendous amount of movement even with older 
people, although not as much with older people as there is with 
younger people, from province to province and coast to coast. Can 
you really defend the statement that we shouldn't worry about the 
Other provinces when in fact you are dealing with only a third of 
the people, when there is no higher percentage of older people in 
Ontario than in the other provinces that the figures really show, 
people who may very well be moving from province to province so 
they really have a vested interest in the kind of universality the 
plan has in this country? 


I am wondering if there is some defence for your statement; 
that" svalLl. 


Mr. LaRochelle: Not really. 


Mr. Mackenzie: Unless you object to my figures which, I 
think, will be verified almost to the point. 


Mr.  LaRochelle: I.,.am ..not. going. to. argue. with. vyoug 
figures. I was just going to remind you that you are a member of an 
Ontario government and therefore-- 


Mr. Mackenzie: And I am very proud of it. But I am also a 
Canadian from coast to coast and very proud of the federal 
position. I sometimes think that we have gone too far in being 
parochial or provincial. 


Mr. .LaRochelle:..1I..think ,;your first: concern has. to._be 
Ontario. If you can make the program work in concert with the other 
provinces, fine, but I think your first concern has to be here. 


Mr. Mackenzie: I would have no difficulty in telling my 
voters that, yes, I am elected to represent my riding. But if that 
concern is so parochial «that! tit Sis -at)\oddsaiwith "the “nationaz 
concern, there is no question where I am going to go on an issue. 
But that is not what we are arguing here. 
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There is a final point I want to ask you about. You make a 
strong case for extending the age of retirement above 65. I am 
wondering what your group's position would be with regard to 
specific groups. As a matter of fact, we had one of them before us 
yesterday in the police commission. They said there are not enough 
desk jobs when an officer is burnt out and not able to go beyond 60 
on street duty. 


In my own community I have had a long-standing fight over 
coke oven workers who shouldn't be on the coke ovens anywhere near 
as long as they are, let alone past the age of 60. Would you have 
any objection to a flexibility in a plan that also allowed people 
to retire at a lower age than 65 without being victimized? In other 
words, is it a two-way street, or is it simply that you want the 
age raised? 


Mr. LaRochelle: I agree with you there are cases where it 
has to be lowered in specific areas. I would agree with you there. 


Mr. Mackenzie: That is one of the reasons we have to be 
very careful on how we approach an automatic raising of the age at 
which you are pensioned. 


Mr. LaRochelle: I think the key word is "flexibility." We 
agree that the general thrust seems to be towards a higher age but 
I agree with you in certain specific skills and trades there are 
problems where you would have to allow people to go out earlier. 


Mr. Chairman: I want to thank you, Mr. lLaRochelle, for 
appearing before us today. You have certainly been, I wouldn't say 
provocative, but you certainly have provoked some interesting 
discussion and stimulated our morning somewhat. We appreciate your 
taking the time to come before us and express your views. 


Mr. LaRochelle: Thank you very much, Mr. Chairman. 


Mr. Chairman: We have as our next delegation an 
organization Known as Index Now. We have Mr. Art Campbell and Mrs. 
Anna Nancarrow. Will you come forward, please? 


Mr. Campbell: Mr. Chairman, I have a prepared statement I 
would like to read and I have copies to distribute, if you like. 


Mr. Chairman: There waS a brief you submitted previously, 
if I am not mistaken. 


Mr. Campbell: Yes. 


Mr. Chairman: It was distributed a couple of days ago to 
the members. it is exhibit 148. I don't know whether’ the 
spokesperson is going to be Mrs. Nancarrow or Mr. Campbell. I see 
Mr. Campbell putting his glasses on; so I assume he isiigorng yEO 
speak first. 


JE BS is 


Mr. Campbell: Thank you, Mr. Chairman. To set the correct 
atmosphere for my submission, would you consider your feelings if 
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you had arranged to start receiving, say in 1968, $15,000 per year 
in 1981 dollars? You had every expectation of receiving that 
$15,000 a year. Yet, the following year, because of the method of 
payment, you didn't notice that you only received $14,500, and the 
following year only $14,000. 


Certainly long before you got down to $8,200, you would have 
noticed, complained and maybe started suing someone, especially if 
you knew that your money was going to others, including the company 
which had said that it would pay you $15,000 per year. If you were 
then told that not only could you not get your money back, but that 
you would be losing even more in the future to the company and to 
others, then I think that you would have been frustrated beyond 
measure. 


That in effect is what has happened to 800,000 employment 
pensioners except--and it is a big exception--most do not know that 
their money is going to others. The transfer of funds has been 
disguised by inflation and perpetuated by an argument between 
economists and actuaries. As you know, in an argument involving 
experts, it is the layman involved that usually gets hurt. 


The producers in our society increased our national wealth, 
measured by the gross national product per person, by 38 per cent 
in real terms from 1968 to 1980. Meanwhile, economists have not 
been able to convince actuaries to stop counting numbers of dollars 
and acting as if a 1971 dollar was the same as a 1981 dollar. 


As a result, Frank Richens, who is a Canadian National 
Railways retiree--I could quote from other examples, such as 
Carling O'Keefe--has received only about 75 per cent of the total 
amount that he should have received since retiring from the CNR in 
1968. And Frank is one of the lucky ones; he has received ad hoc 
adjustments since 1968. In 1982, unless you and MPs in Ottawa act, 
Mr. Richens will receive only 49 per cent of his pension. 


Both economists and actuaries are acting as if we live in an 
actuarial system. We do not. We all live in an _ economic 
system--companies, government, workers, pensioners, whatever. An 
economic system means that dollars have to be tied to goods and 
services. Someone has said that war is too important to leave to 
the generals, and so our retirement years are too important to 
leave to the actuaries. And as a country, investment funds are too 
important to leave to administrators. 


Why do I feel qualified to give advice to actuaries and 
economists? It is because of a combination of academic achievement, 
experience and specialization. I have a master's degree in 
aeronautical engineering, a science which requires considerable 
skill with mathematics, and I have had a year of law school. I am 
aware of the ethics of professionals using their knowledge to gain 
an advantage over others. I have specialized. My presentation 
concerns only indexing, or inflation protection. 


Indexing is a response to inflation and is quite separate 
from coverage, vesting, premiums, benefits and portability. 
Inflation protection is an economic problem, and not an actuarial 
problem. That is why I have no hesitation in recommending to you 
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that inflation protection should be separated from your other 
complex considerations. Action can be taken by your Legislature, 
and it should be taken by your Legislature now. 


BR few more words of background may be useful. I became 
involved in 1976 on this issue when the National Citizens’ 
Coalition publicly attacked indexing of public service pensions. I 
had just finished reading that Canada's wealth was increasing. 
Since indexing just means that whatever you bought yesterday, you 
can buy today and tomorrow, it made sense. If pensions were not 
indexed, then pensioners would be getting less while Canadians as a 
whole would be getting more. That did not make sense. 


I contacted Colin Brown of the National Citizens' Coalition, 
Mr. MacIntosh of the Bank of Nova Scotia, Dowsett of Crown Life, 
Donald Macdonald, who was then the Minister of Health and Welfare 
in Ottawa and, in fact, anyone who was quoted in the media as 
talking about indexing. 


I read reports, contacted editors and wrote letters to the 
editors. The papers which I read, without exception, editorially 
attacked indexing of public service pensions but did anot scepornt 
Statements in reports that said that indexing was sounder in 
principle and that inflation was transferring money from pensioners 
to others. Indexing was painted by the media as bad. 


Having failed to convince editors or presidents ofmfiinancial 
corporations, I obviously was not a good salesman. However, I 
turned to advertising, following examples set by the National 
Citizens' Coalition. I took quarter-page ads in the Ottawa Citizen, 
the Globe and Mail, Le Droit and in Halifax papers, hoping to 
influence you and other politicians. 


That provided at least an entrance. Experts were willing to 
listen and discuss. As a result, I have spent about half time for 
15 months, say 1,000 to 1,500 hours, on the campaign. People have 
been most generous with their time, including actuaries and 
economists from the private, public and university sectors, 
corporation executives, administrators, media executives, 
politicians, politicians' aides and public servants. 


There waS one consistent thread. Those who should know--that 
is, those who were involved with pensions, whether in management of 
large funds or in government policy areas--did know that indexing 
was sound in principle and that, without it, funds were being 
transferred from pensioners to others. A typical comment by an 
actuary is: "We do not recommend indexing to our clients, because 
indexing shows as a cost on their books. If indexing is legislated, 
we will recommend indexing." 


Actuaries and economists in the private, public and academic 
sectors were totally aware of the transfer of funds from pensioners 
to others, but there was no sense of urgency in Gorrecting the 
situation. Why? I guess we all have our bottom lines. Business must 
make a profit and bureaucrats must keep their jobs et cetera. In 
any event, no one is speaking out. 


I hope, then, that you will exercise your bottom line, the 


18 


7 


need to be re-elected. You have the opportunity here to rescue 


800,000 employment pensioners, who, with dependents, represent more 
than a million voters. That is a very legitimate objective, and it 
is sound economics as well. 


You may have noted that the brief does not mention need. I am 
not suggesting that pensioners be given anything that they have not 
paid for, just the full return on their investment. My bank manager 
and my stockbroker have never asked me if I need the inflationary 
interest or earnings or capital gains that I receive. They pay it 
because by not doing so, they would lose my business. The same 
principle, unfortunately, does not apply to employment pension 
funds. 


The pensions industry does not have the discipline of the 
market place. Unlike banks, which must compete for funds, the 
industry has a captive source of funds. Unlike lawyers’ who 
administer trust funds for clients, the industry does not return 
all earnings to those who have contributed part of their pay 
package to the fund. That is not an ‘accusation,;soit  isea Eact. Tg 
the brief I quote from the president of the Canadian Life and 
Health Insurance Association: "Inflationary earnings are used 
simply to reduce the employer's costs." 


The excess interest approach, which you recommended in your 
first report, would attempt to catch the inflationary earnings and 
return them to pensioners. However, it is just one of numerous 
methods of providing inflation protection. It is one answer to the 
question, "How do you provide protection, or how do you tie the 
pensions industry to the economy." It does not answer the question, 
"What protection is to be provided." 


Whenever experts ask nonexperts to tell them how to do their 
job, I get nervous and feel uneasy. Further, excess interest, in 
effect, is saying, what the industry has done is what the industry 
can do, and therefore it is what it will do in the future. Think of 
the North American car industry in that framework. Would you 
legislate big cars? Why are you recommending legislating excess 
interest? 


Finally, on excess interest you have been told that it is a 
reasonable approach to inflation protection, and that full indexing 
to the consumer price index would cost X hundreds of millions of 
dollars--too many dollars for employers to absorb in their costs. 
However, the other side of that coin is that if you do not index 
fully, then those same X hundreds of millions of dollars will come 
from pensioners. Can they afford that? Should they be asked to 
afford it? Why should they lose so that employers and 
administrators, who have experts to take care of their interests, 
Can gain? Must those with no bargaining power always lose while 
others gain? 


Now for the prime reason that I am here today: There are 
800,000 employment pensioners and well over a million voters who 
are losing and who will continue to lose while others gain, unless 
you act. Just think back to that $15,000 in 1981 dollars you were 
to receive annually starting in 1968, which has now dwindled to 
$8,200 in 1981 dollars, and will become $7,400 in 1981 dollars in 
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(1982. That is Frank Richen's story. I believe it is typical of 
plans with ad hoc adjustments. How about other segments of our 
society? 


21210 a.m. 
| If you think of the economic pie which is Canada, and your 
own segment of that pie, in general that segment has increased both 
in width and length as the size of the pie increased, especially in 
‘the 1960s and 1970s. In the 1950s and 1960s, an employment 
‘pensioner had a relatively fixed segment. His segment did not 
increase in length and it became slightly smaller in width as 
prices increased. Then in the 1970s, the size of the pensioner's 
segment began to close together rapidly, and in doing so, obviously 
the person in the next segment was getting more pie, Or someone was 
getting a bigger share. 








If you examined why this was happening, you would find there 
was no mechanism to prevent it. The force of the market encouraged 
itieeTherew wereseeither noi rulesonor » the! economic, ~rudes, .were 
overridden. Returning to your piece of the pie--this is typical of 
workers, especially unionized workers--the size of your segment 
would oscillate. Sometimes you would have a bigger segment, 
sometimes a smaller segment. If you were behind inflation, then 
back pay and wage adjustment would push you ahead of inflation. On 
average, workers kept ahead of inflation. Remember that 38 per cent 
increase in the GNP over a 12-year period. But employment 
pensioners lost and lost. How much of an adjustment do they deserve? 


As an aside, remember we are talking about people who have 
had no adjustment since they retired as much as nine years ago. 
Just imagine trying to exist on your salary of 1973. I lost about 
$25,000 in 1981 dollars because of lack of indexing. Frank Richens, 
a CNR retiree of 1968, has lost $40,000 in 1981 dollars--more than 
that. George Boivin of Carling O'Keefe retired in 1974 and has lost 
about $6,000 in 1981 dollars. How do we compensate Frank and George 
and the more than 800,000 employment pensioners and how do we stop 
them from losing in the future? How do we stop others from gaining 
from them? How do we make the rules fair? 


You will see my recommendations on that back page. 


Recommendation one: All pension plan administrators’ be 
advised to pay their pensioners an interim adjustment such that the 
pension received for 1981 shall have the same purchasing power as 
their pension had in the first year of receipt of pension. That is 
a bare minimum of back pay. That would give Frank Richens about 
$7,000 of the $40,000 owing to him. George Boivin would receive 
about $1,600 of the $6,000 owing him. 


Recommendation two: All pension plan administrators be 
advised that effective in 1982 pensions will be indexed to the 
economy. That places the pensions industry in the economic system. 
The industry would then be on the same footing as employees, banks, 
other businesses and pensioners. Hopefully, that would mean that 
pensions would be written in real terms, real dollars. 


Recommendation two, with recommendation three, puts the 


problem where it belongs--with the experts who advise on pensions, 
with the experts who lend funds to the experts who borrow funds 
from pension plans. It provides a modicum of protection to the 
layman, the average employee and pensioner, in dealing with the 
experts. In the long term, it is hard for me to see pensions 
continuing as a retirement vehicle and as an investment source of 
funds unless recommendation two is adopted in some form. 


Recommendation three: All pension plan administrators be 
invited to submit their recommendations for government involvement 
in meeting these commitments, especially in the short term and in 
providing back pay for losses incurred by their pensioners through 
the interaction of legislation, action by administrators and 
inflation. 


This is the problem of who should pay. Perhaps you should not 
worry about that, guste as.cyous did notiiworryriabout | wheres yous 
adjustments were coming from, or just as Stelco, in their recent 
settlement with the union, probably did not ask their customers how 
the customers were going to cope with the increased costs which 
Stelco would have to pass on. The pensioners have lost through a 
combination of legislation and action by administrators. Whether 
this loss is through negligence, happenstance, ignorance or was 
deliberate, as suggested by an industry spokesman, they have lost 
and someone’ has gained. Perhaps the courts will have to decide who 
should pay. This recommendation gives an out to government and 
industry to come to an agreement first. 


Recommendation four: Your committee take immediate action to 
stop the losses of all employment pensioners. Ideally, they should 
not lose one more dollar to others. Please advise your Legislature 
now that inflation protection can and should be separated from 
pension concerns such aS coverage, vesting and portability. 
Indexing is a response to inflation. It is an economic problem and 
not an actuarial problem. 


Overall, then, the recommendations say to 800,000 employment 
pensioners that the transfer of their funds is being stopped, that 
here is roughly what you lost last year; do with it as you please. 
Back pay as well as other adjustments will follow, as will a final 
design for the future; that pensioners both present and soon to be 
retired can rest assured that their pensions will be tied to the 
economy somehow. 


I hope no pensioner has to come to you to justify why he 
should not lose more. I hope no pensioner has to sue his former 
employer, his former union or his own government to stop the 
transfer of his wealth to others. 


Repeating, the wealth of this country has increased by 38 per 
cent in 12 years and we are taking wealth from pensioners, from 
people who have no defences. 


Mr. Chairman: Maybe I can start off by asking you whether 
you considered this’ proposal insocconsunctionsewith swexisting 
government programs that are in place that only apply to persons of 
65 years of age or over, such as free drugs, OHIP premiums, tax 
rebates and that kind of thing, that I suppose would bear somewhat 


in making the burden a little lighter for people who have fixed 
incomes? Not only are their incomes fixed, as you pointed out, but 
also they are dwindling because of inflation. Did you consider, if 
you are keeping income current, any change in those plans that I 
guess address in part some of the problems of persons who are on 
fixed incomes? 


Mr. Campbell: The things you are talking about--OAS, for 
example--to my mind are social programs and are a floor provided 
for all people. It is a universal concept. The things you were 
talking about were of that nature. They provide a floor and 
everybody gets those benefits if they are over age 65. 


I liken an employment pension to a savings account or an 
RRSP. It is something you personally put money into and you expect 
Somgecearrecurn from jit. It is in: *a different, category from the 
programs you are talking about. 


Mr. Chairman: I understand. You are trying to sanforize 
the pension dollar. What I am pointing out is that I would surmise 
that some government programs that apply only to those persons on 
pension or those over 65 were designed to take some of the economic 
pressure off those persons because of unstable economic conditions. 
If so, would the implementation of your plan prompt some change in 
design of some of the other social programs so that there would be 
a cancellation effect to some degree? I wonder if you gave any 
thought to that prospect. 


Mr. Campbell: One thing it would do would be to prevent a 
lot of pensioners going down below the poverty line where they are 
now eligible for GIS. If they had their indexed pensions, which is 
their money, in my view, then they would not be asking for GIS. 


Mr. Chairman: There could be some balancing. I was 
wondering if there was any consideration give to that. 


Mr. Campbell: There would be more money available then in 
the social programs because these people would not have to be paid 
them, and these funds would come out of companies and the pensions 
industry as such. 


11:20 a.m. 


Mr. Chairman: To sort this out--being the chairman, of 
course, I am neutral in everything and just referee the conflicts 
amongst the committee members--could you comment on an argument 
that I have heard that indexing would help feed inflation? 


Mr. Campbell: Yes, Friedman, an American economist who 
got quite a bit of publicity a little while back, argues the other 
way around. The more things are indexed-- 


Mr. Chairman: The Milton Friedman? 


Mr. Campbell: Yes. He argued that the more things you 
index, the faster any inflationary effect is going to go through 
the economy and therefore will not create instabilities. He argued 


that an inflationary price rise, if it goes slowly through the 


system, iS going to create waves aS it goes that have to be picked 
up later on. In short, Milton Friedman says indexing everything is 
a good way to beat inflation. 


Mr. Chairman: So you are drawing on the ultimate, but not 
conservative, capitalist answer. 


Mr. Campbell: The simple answer here is that what we are 
doing is transferring funds from one group of people to others. I 
cannot, for the life of me, see, if the CNR had some extra funds 
and spent them, why that is not inflationary, but if they transfer 
those funds to their pensioners, why that suddenly becomes 
inflationary. It is the same chunk of dough. Again, economists tell 
me, it is the way the money is spent that is important as far as 
inflation is concerned, not who is spending it. 


Mr. Haggerty: You could have the same scenario with life 
insurance policies too, if you are buying life insurance policies. 
If you bought 20 years ago, say, the interest rate the companies 
will pay you is very low; but over the years, with the inflationary 
trend and the high interest rates, the industry has been able to 
Capitalize on that. Then, when valuation day comes along, what is 
your policy worth? Nothing, completely nothing, in the long run. 
But somewhere along the line, with the private sector investment, 
the insurance companies have been able to do very well with it; the 
cash flow and their income have been tremendous in this area. 


Mr. Campbell: The paper I found very useful in this area 
was by Mr. Ilkiw of the treasury branch here in looking at winners 
and losers in an inflationary environment. He made that sort of 
point very well. 


Mr. Chairman: I think you have pointed out that the size 
of the. economic: pie,»if I can putiit ithatiiway ,mwismconstanth andi 
is a question of competition for the size of the slice. The 
pensioner just does not have any clout in terms of protecting 
himself in negotiating a piece that is going to maintain his 
purchasing power; so that the stronger segments of the community or 
society then will stay even or do a little better and some will 
have to suffer because there is less left. 


Mr.» Campbells, That) .is . exactlyisiit; and ithatisconditien 
would not happen if there were low inflation around. It is just 
because there is inflation around and everybody else can protect 
themselves, and 10 million workers, on an average, in Canada are 
protecting themselves. 


Mr. Chairman: So what you would do is create a defence 
for the pensioners who do not have the bargaining or economic clout 
by saying, "Here, this segment are going to experience indexing; 
the rest of you can argue over it because you have some clout in 
the marketplace." I sense that is what you are saying. 


Mr. Campbell: Yes. 


Mr. Chairman: So what you are doing is indexing just the 
pensioners' share of the economic system and leaving the rest to 
compete in the market system. 


Mr. Campbell: Right. 


Mr. Chairman: You are assuming, of course, that the size 
of the pie remains constant, although in fact it might shrink if we 
have negative growth; or, if you have very buoyant times, then you 
do not have the same problems in terms of indexing because your 
dollar is not depreciating the same. I assume that. 


Mr. Campbell: Historically, the pensioner has not’ shared 
in the increasing wealth of the country, that 38 per cent increase 
in real wealth from 1968 to 1980. Pensioners did not share in that 
and they would not have shared even if there were low inflation 
around. They get a constant segment; the pie can get as big as you 
want, but they are limited to their segment. 


Mr. Chairman: Historically, surely, we have enjoyed--and 
I mean that word in an odd sense--consistent inflation. There has 
been a gradual increase in (inaudible) 


Mr. Campbell: I'm sorry. I can't hear you, Mr. Chairman. 


Mr. Chairman: di Say, I believe there has been 
historically a gradual increase in costs and, if that is so, then 
the pensioner is bound to be squeezed to some degree. 


Mr dueeGi ladies: oiMreuaCampbells.! oo ammejustiq.gonng) mover y-your 
brief and a few things spring to mind. Regarding our interim 
recommendations from the fall, have you had a chance to look at the 
excess interest principle of indexation or at least an accumulation 
of benefits? Have you any comments on that mechanism as opposed to 
your recommendation which would gear the pension benefits to the 
performance of the overall economy? 


Mr. Campbell: The thing that seems odd to me in an excess 
interest approach, and I use the analogy of walking into a bank, is 
that a pension plan is much like a savings account in my 
estimation. I have never walked into a bank yet without seeing a 
sign that the interest rate is 15 per cent or Ign peracent<a3) cannot 
imagine going into a bank, seeing, "excess interest practised 
here," and putting any money into that bank. 


The whole principle, I think, of excess interest is much like 
a registered retirement savings plan. You put your money in and you 
take a chance on how it is going to turn out, but with an RRSP you 
have a choice and with a savings account you have a choice. You can 
take your money back out if it is not performing well. With a 
pension plan, you have none. 


The other comment on the excess interest, it has been said ihe 
is a reasonable approach but, as I say in my braefzouti does mot 
provide full indexing. The pensioner still loses. Nobody has ever 
explained to me why the pensioner should automatically lose. 


Mr. Gillies: I guess the attraction to some of us on the 
committee of the excess interest approach was that the indexation, 
if you will, is at least somewhat tied to the performance of the 
investment. I am just looking in your brief at page four when you 


likened a pension fund to an investment and, as you say and as you 
just said again, Mr. Campbell, if you go to your bank manager or 
your stockbroker, you expect and you have every reason to expect 
that your investments will accrue at a certain rate. 


If I might ‘showmthem other side of that: coin,’ if iIsinvestim 
amount of money in a stock, the increase in value of that stock is 
not necessarily tied directly to the increase in performance of the 
company. A very good example is the bank profits which everyone 
harps on these days. If I invest in Bank of Nova Scotia stock, I 
doubt very much that my stock is going to increase in value in 1982 
proportionately to the increase in profits of that bank. You know 
darned well it will not. 


What I am trying to get at here is that, if I follow your own 
analogy through, that your contribution to a pension fund is an 
investment and all investments, to varying degrees, rise or fall 
depending on economic tides, do you not think that is somewhat in 
conflict with your argument that, if inflation is 12 or 13 per cent 
next year, all pension funds will then automatically increase their 
benefits by 12 or 13 per cent? There seems to be a bit of a 
conflict in that, if we follow the analogy that each retirement 
fund is an investment portfolio, why should each fund necessarily 
produce the same amount of indexation every year? 


Mr. Campbell: According to the Lazar report, the task 
force on retirement income policy, they will not, but you will get 
fluctuations from year to year. You will get a decrease in earnings 
One year and an increase the next year, whether there is inflation 
around or not. In inflationary times, those fluctuations will 
become more pronounced. One of the schemes that was proposed in the 
Lazar report was a Stabilization fund just to take care of those 
rapid vibrations, -if you “want Ttogmcabl lity that, inasreturnsycom 
investments. 


The big thing’: that°>°> may: answer) ‘your «question ~4s;,: nif 
noninflationary times the pensions "industry"--I use that in 
quotes, of course--did guarantee a fixed pension at the end. It 
tied itself to the economy. It had to say, "We will give that 
amount of money because we know our investments are going to pay 
off that fixed amount." In inflationary times, that fixed amount 
becomes an indexed amount, the same as a quota clause applied to 
wages, the consumer price index applied to pensions. There is an 
equivalence there. In inflationary times, is the pension with the 
CPI taken into account? That, in my view, is tying the industry to 
the economy. 


L1:30 fanm. 


Mr. Gillies: I might just say I have a lot of sympathy 
for the theory of what you are saying. I am just trying to piece 
together some of the mechanics. 


In recommendation two, when you say that pensions will be 
indexed to the economy, you do not necessarily mean that every 
pension fund is just indexed to the rate of inflation, that there 
could be some fluctuations there depending on the performance of 
the individual fund. 


va) 


Mr. Campbell: I think to be equitable it would have to be 
tied to the CPI. Why I say to the economy, there are many ways of 
tying the pensions industry to the economy. The suggestion I am 
making is through the CPI and then, if the economy has been very 
buoyant for a year, industry and government get together to decide 
and maybe one per cent is added on. If the economy has gone 
downhill in the last year, maybe you do not get the CPI adjustment. 


You get something slightly less, just in the way salaries and wages 
fluctuate year to year. 


Mr. Gillies: Looking quickly, I have a few questions on 
your specific recommendations. Number one, you suggest we should 
move very quickly to impose this indexed benefit on top of all 
pensions and pay. Had you considered that, in practical terms, that 
could lead to such pressures on some pension funds that they could 
conceivably go broke if you brought it in as, "In 1982, you will 
pay all pensions in pay at this amount?" I have to think that some 
funds would not be able to take that strain because it is in no way 
accounted for in their actuarial assumptions about the plan. 


Mr. Campbells There are several questions to answer 
there. In the brief proper--I have just lost my trend of thought 
here. 


Mr. Gillies: What I am saying is, if you impose this 
across the board indexation all at once on pensions in pay 
regardless of how old they may be or how many people are drawing on 
enem, wil) am. .wondering.. if it could win the (short. term lead’ to 
bankruptcy on the part of a number of funds. 


Mr. Campbell: What you have in front of you now is just 
my statement. In the main brief, I have a section on page 10, 
"Short-term Implications of Indexing Pensions." Number one is that 
legislation will have to include that declaring a plan bankrupt is 
just not an option that is available. In other words, you would 
have to stop the bankruptcies from occurring right off the bat 
because that certainly would be something that could happen. 


Mr. Gillies: I guess then the next question is, if the 
plan would normally go bankrupt because of the pressure put on the 
plan, and the federal government were to introduce legislation that 
we cannot go bankrupt, where do they get the money? 


Mr. Campbell: That is where recommendation three comes 
back in. When Chrysler or Massey-Ferguson are in trouble, they come 
back to government, saying, "Hey, help." 


Mr. Gillies: Perhaps in that regard I should be asking 
the next question then. I would have to ask whether-- 


Mr. Chairman: Did you stop payment on the cheque? 


Mr. iGillies: No. In fact, sjusts.iou. the ngecord,.. and..1..hope 
they will not stop payment on the 2,000 workers who were just 
recalled in my riding but, seriously, Mr. Campbell, I have to ask 
you, obviously, if for an interim period of time government were to 
pick up the slack until the firms could put themselves in a 
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position to pay out these benefits, have you or your organization 
any idea of what that might cost? Is there any calculation or is it 
possible to calculate how much that might cost? 


I could put it back to you that we do not have our own money 
up here. The only money we have is the taxpayers' money. If you 
follow it to the nth degree, if this were to cost some billions and 
billions of dollars, would the extra taxes we would have to raise 
to pay that have a deleterious on the people that could almost 
counteract what you are trying todo, 


Mr. Campbell: I go back to the same argument that if you 
do not do this then the pensioner is going carry the whole load. It 
is a tradeoff situation. This is why I suggested throwing the ball 
back out to those people who have been managing the funds thus far 
and have been misusing funds by the statement of their own 
president of the Canadian Life and Health Insurance Association and 
Say to them, "What's the answer to the problem?" Let them come back 
with that answer how to solve the thing. 


I guess it is the lack of power “of the pensioner in @ 
Situation that we are worried about how industry is going to pay 
this thing. Say you go back to your pay, or Stelco, they put in 
compensation to their workers without asking customers of Stelco 
how they were going to pay the thing; it feeds right through the 
system. 


Mr. Mackenzie: Would you allow a supplementary on that? 
Mr. Gillies: By all means. 


Mr. Mackenzie: Would it not make more _ sense in % 
practical way, and I am just raising the argument with you, as 
almost any time we initiate a new program, and certainly there is 
sympathy for the position of the current pensioners, most of us in 
our ridings have them visiting us. You have quoted examples I can 
add to in my own constituency. 


In practical terms, if this committee and this government 
could be convinced of the value of indexing, and it is going to be 
a cost probably, but if we could really be convinced of it, that 
you phase it in rather than say that you immediately--I know what 
you are trying to do and I have some sympathy for it, but I just 
think it is not going to be perceived as being practical, no matter 
how much you argue it is. 


Mr. Campbell: The deck is stacked badly right now because 
there has been so much publicity about the cost of indexing costs, 
and indexing does not cost. The actuarial assumptions you mentioned 
about not taking into account the indexing factor, the Lazar report 
Shows that, if the plan is actuarially sound in noninflationary 
times and will pay a fixed pension, then in inflationary times it 
will pay an indexed pension. It makes enough to do it but with 
these wild variations from year to year. 


Mr. Mackenzie: I can see us selling indexing in?ee% 
difficult battle in the country, at least I would like to think I 
can see us selling it. But if you add to that an immediate payment 
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iof the size I think you are suggesting here, then it is almost 
Mmutomatically, whether it should be or not, put in the kookie 
miassification or it is what kills the chance of getting at least 
‘tthe indexing. I may be speaking out loud or bluntly but I think 
that is what bothers me a bit about it. 








| Mr. Campbell: It is certainly a concern ‘but, aS you say, 
there has been no real calculation. The rough one I did indicates 
that inflation is transferring about $1 billion a year from 
pensioners to others. That is a massive transfer. 


| Mr. Gillies: By way of conclusion from my point, I think 
Mr. Mackenzie and I are heading down the same track here. There is 
all kinds of sympathy for what you are trvind =< oO800,.ana Very great 
concern about the plight of people with low pensions, pensions and 
‘pay which have over the years almost lost their meaning in some 
‘cases. But just how you do it, how you phase it in or by what 
‘mechanism, I think, is what the committee is going to have to 
‘decide. 


) Mr. Mackenzie: I think the increase in Gains, which we 
are already hoping to get, is one of the answers to what you are 
saying. It also is a possibility, a substantial immediate increase, 
if we could get them to put forward the legislation. 


Mr. Campbell: Through Gains; but again that is a 
universal program. 


Mr. Mackenzie: That is true, but it is dealing with the 
people in the most trouble at the moment. 


Mr. Campbell: What I would dearly Like. tOsssay; La guess, 
Bnd siceteushotesrorn® it: “if wer are* going "to continue to allow 
pensioners to lose, let us take, say, a five or Six per cents cut of 
every savings account in this country. That is the equivalent of 
what you are doing. You are giving the employment pensioner about a 
four per cent return on his investment, maybe six per cent. Why 
should all the people with savings accounts be making 15 per cent 
and this guy have four or six? It is laying the whole load on this 
800,000 people and their dependants. 


Mr. Williams: As a matter of interest, you have obviously 
gone about your task with conviction and commitment. You have spent 
many hours talking to a lot of people in different disciplines. You 
mentioned some of the people you had approached and talked to. Was 
the reponse you got from these people, who are perhaps more 
knowledgeable in the field than we are, just as elusive as perhaps 
ours is today? What response did you get? 


Also, I notice you even put money out of pocket to go to the 
public with newspaper advertisements. I recall having seen one ad 
that you ran. I was wondering what response you goteto that. 

Mr. Campbell: It is not the way to get the message across. 

Mr. Williams: Is that right? 


Mr. Campbell: Unless the newSpaper you puc your ad in 158, 
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I would not say sympathetic but, unless they put an article in 
alongside it or somewhere in the paper, saying, "This is what Art 
Campbell is doing," it does not pay off. Or even if the article 
says that Art Campbell is a bit of kook who will go out and spend 
his money, it at least gets public attention so that you can go 
look up the ad. But as a means of getting a message across, I would 
say-it'“s not- going Tto“do-1ts 


11;40 a.m. 


Mr. Van Horne: Would you have had better results if you 
had on a bikini and had a placard scotch-taped to your chest and 
stood out in front of the newspaper building? 


Mr. Campbell: Not me in a bikini. 


Mr. “Willtams:° As “I< say, I ~*think’ we” all. admire=© tre 
tenacity that you take on this. Certainly we know the objective you 
are trying to accomplish. Whether it can be accomplished in a 
practical way is the dilemma we are all confronted with. 


Mr. Campbell: Not making a decision in this area is 
making a decision. It is deciding that pensioners are going to 
continue to lose. 


Mr. Chairman: Not making a decision is making a decision, 
I presume, because you are not maintaining the status quo. The 
pension dollar is shrinking. 


Mr. Williams: It is an act of omission. 


Mr. Campbell: That is right. 


Mr. Williams: I see you have a sort of double billing 
here today, yourself and Mrs. Nancarrow. I was wondering if Mrs. 
Nancarrow could offer some contribution to the input here, whether 
she intended to comment, or was just there to back you up with 
statistics and other resource material. 


Mrs. Nancarrow: I am here as a friend, but I am also 
concerned because my mother is a surviving spouse pensioner and I 
can see her pension becoming less and less and her spending power 
decreasing. I find it upsetting that my father's plans, well laid 
he thought, are just not materializing. 


I feel there must be many women in a similar situation, most 
of them women who have not had any experience in putting their 
views forward to groups and in organizing themselves. They were 
brought up to be quiet, to sit in the background, to have their 
husbands speak for them, probably even tell them how to vote. They 
have no means of getting this through, and they don't even really 
realize what the problem is. This does concern me. 


Mr. Williams: The idea of husbands telling their wives 
how to vote is as archaic as the pension system. 


Mrs. Nancarrow: My husband wouldn't try it. 
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Mr. Williams: I slop gis = want to breach a personal 
confidence here, but you gave us a specific example that is close 
eo. yOu, within your family, of your parents. What was the base 
pension? 


Mrs. Nancarrow: iPeamt “not; SUre.* “MV wena cierm Wass Fin 
pensioner. I am not sure what his base pension was. It was 
somewhere around $600 a month--this runs in my mind--which then was 
cut to $300 on his death. It was a half pension to the surviving 


_ spouse. 


Mr. Williams: There is no enrichment or anything built 
mito that plan? 


Mrs. Nancarrow: There have been a couple of increases. I 
am not sure exactly what. My mother guards her financial situation 
and I have some vague ideas. There hasn't been a great deal. She 
has felt she was fortunate to get the increases that she got. I 


felt they were totally inadequate. 


Mr. Chairman: ii certainly has been a stimulating 


morning. You have added to it, I must say. There is certainly a lot 
of sympathy with what you are saying. There may be some fear of the 


Mmmknown in terms of the ramifications of ‘this throughout the 
marketplace or the economic system, and Mr. Gillies has raised that 


Mpoint, although I think there is a great deal of concern for a 


particular target group that just has not the protective mechanisms 
that other groups in the economy do have to protect their 
purchasing power. I am sure the committee will give your 
submissions serious consideration. We want to thank you _ for 
appearing for us today. 


Mr. Campbell: Thank you, Mr. Chairman. I hope you will 
consider that if there were a million workers in these straits and 
not a million pensioners the sort of ruckus you would have on your 
front steps. 


Mr. Chairman: We appreciate that. 


Mr. campbell: sThe thing (2 havemreally found outside during 
this past year in dealing with pensioners is that there are an 
awful lot of tired pensioners out there and there are a lot of 
pensioners who are working their butts off trying to make ends 
meet. But you certainly are not going to get a demonstration on 
this one. There just isn't the wherewithal and there is not the 
knowledge to demonstrate. 


Mr. Chairman: Thank you. Gentlemen, this afternoon we 
will be having the Canadian Organization of Small Business 
appearing at 2 o'clock and Mr. Ross Rigney at 3:15 p.m. 


Mr. Rigney's brief, for those who want to pursue it over the 
lunch hour, is in the third volume of your material. I will just 
get the exhibit number for you so that you can peruse thats 
exhibit 98. If you could come as usual promptly at 2 o-clock, (we 
would appreciate it very much. 


The committee recessed at 11:47 a.m. 
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SELECT COMMITTEE ON PENSIONS 


Thursday, January 14, 1982 


The committee resumed at 2:13 p.m. in room No. 15l. 


REVIEW 
(continued) 


Mr. Chairman: We have with us Geoffrey Hale, director of 
government relations, and Donald Anderson, pension consultant, from 
the Canadian Organization of Small Business. We have your 
submission, gentlemen, and you may touch on the highlights or 
handle your brief in any way you wish, and, of course, you are 
prepared, I understand, for some dialogue with members of the 
committee. 


Mr. Hale: What time frame are working with, Mr. Chairman? 


Mr. Chairman: We have another delegation coming in at 
Ba L5% 


Mr. Hale: So we have about an hour? 
Mr. Chairman: Yes. 


Mr. Hale: All right. The Canadian Organization of Small 
Business certainly appreciates this opportunity to appear before 
you in your studies of pension policy. The challenge of organizing 
the savings of Canadians to generate a climate of sustained 
economic growth and a secure retirement for all Canadians is an 
enormous one, to put it mildly. 


The range of issues at stake makes it unlikely that you or we 
will be able to devise an ideal solution that will take account of 
all the interests and all the factors at stake. We believe the best 
that can be hoped for from your efforts now and from the policy 
steps that will be taken by the Ontario government in the coming 
year is to secure the present income security of Canadians who are 
retired now without mortgaging the future and the economic growth 
necessary to secure our future as a nation. 


Small business people are very understanding of the basic 
challenge represented in pension policy. As individual employers, 
people with parents, relatives who are retired and who, in many 
cases, do not have a clearly defined retirement income or pension 
policy of their own, they recognize the need to build up a personal 
property stake to carry them through. In many cases, this is their 
business. 


This is perhaps why they recognize the difference between 
short-term needs and needs that perhaps are best dealt with through 
current tools, such as the OAS, the GIS and various provincial 
pension supplements, such as Gains, and the longer term approach 
that will require a balance between what can be accomplished 
through general pension funds, whether public or private, and the 


2 


work of individual employers and employees too to secure their own 
future. 


COSB believes that the long-term pension needs of Canadians 
are best met by a mix of public pensions, private pensions and 
individual retirement savings. A single uniform program, whether an 
expanded Canada pension plan or the provincial universal retirement 
system, is unlikely to meet the widely varying needs’ and 
aspirations of Canadians. We believe that a single dominant public 
pension program is quite likely to replace rather than supplement 
private pensions and a large part of personal retirement savings. 
This is especially likely with regard to those programs already in 
place in the independent business sector. 


COSB supports the principle advocated in the Haley commission 
report that individuals should maintain a significant degree of 
direct control over their retirement savings. The element of 
personal choice is important from several points of view. First and 
foremost, retirement income savings should be seen as the property 
of the individual. This is fundamental if we are going to accept 
the principle of pensions as deferred income. It should be up to 
individuals to “control (‘and to "invest as mthey "see fit anal tic 
greater the separation between an individual's own ability to 
control his funds, should he or she so choose, and the actual use 
of the money, the greater the danger of allowing hardening of the 
arteries to set in to our retirement income system. 


Another part of the aspect of personal choice is that at 
different times in their lives, people have different priorities in 
terms of investing their savings. At 25, starting a family and 
perhaps purchasing a home are of very significant importance. At 
45, the question of retirement savings is a good deal more 
important, and at 65, it can be paramount. We believe that policies 
pursued by this committee or recommended by this committee should 
recognize the importance of individuals and their ability to 
control their own financial destiny. 


We are deeply concerned at the concentration of economic and 
financial power inherent in proposals for the significant expansion 
of mandatory public sector pension plans. In our view, there is 
already an excessive concentration of financial power in the hands 
of the chartered banks, trust companies and agencies of the federal 
and provincial governments. This is not desirable, either from an 
economic standpoint or from a social standpoint. Canada's economic 
future and its independence depend largely on fostering a sound, 
diversified and balanced economy in which individual Canadians can 
build a personal property stake, whether in their homes, their 
businesses or their farms. 


A mandatory savings program that absorbs a growing percentage 
of payroll and that is aimed primarily at meeting current pension 
needs will tend to undercut the ability of individual Canadians to 
invest successfully in their own homes, farms and businesses, and 
we believe that if this results in fewer small businesses being 
Created and fewer jobs being created in those small businesses, 
this will have an incalculable economic and social cost. 
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Existing government regulations and the investment practices 
ST the financial community are not conducive to the recycling of 
retirement savings in small businesses even to growth-oriented or 
high-technology small firms. There has been a lot of talk in recent 
years about venture capital. Many studies have been done but, to 
date, nobody has found an efficient or an appropriate 
nonbureaucratic way in which the savings of a community, whether 
that community is a business or a small town or a larger city, can 
be recycled back to secure the future of the people who contribute 
those savings. That means that cash flow will be drained off many 
small businesses without any hope of return through the normal 
financial channels, resulting in an increasing concentration of 
power. 


2:20 p.m. 


At most times in their lives, small businesses face a rather 
severe cash flow crisis. It can be early on in the startup period. 
It can be when they reach a period of growth. It can be because of 
a catastrophe, such as the illness of the business owner, a major 
change in competitive market or perhaps a breakup in a partnership. 


Most small businesses will go through this at one time or 
another. Those who survive generally manage to increase 
substantially their economic contribution to the community. We 
would be very concerned should policies adopted by the Ontario 
government or the federal government result in a weakening of their 
ability® to-withstand /this kind “of rshockywand ‘really undermine the 
opportunities for employment and for job security of many thousands 
of Canadians. 


The long-term viability of the Canadian economy and the 
ability of Canadians to finance an adequate level of retirement 
income for future pensioners will depend on the viability and 
dynamism of the small business sector. This is especially true of 
our growing high-technology industries. And it is also important 
for small entrepreneurial companies that are vital to the growth of 
Canada's manufacturing and resources sectors in the 1980s. 


Ontario is facing, perhaps more than any other province, a 
reconstruction, a reorientation of its economic base, especially 
its manufacturing sector. It is going to require a great deal in 
the way of savings and investment being put back into those 
companies to enable them to provide us with the prosperity in the 
1980s and 1990s we have enjoyed in the last three decades. 


A pension policy that makes enormous demands on the cash flow 
of small firms, if it transfers it to the almost exclusive use of 
governments and large public or private corporations, will erode 
the ability of Canada's entrepreneurs to build and finance the 
economic growth necessary to that prosperity. COSB' strongly 
supports a policy of extending personal and collective retirement 
savings coverage through voluntary incentives and by facilitating 
the inclusion of employers and significant shareholders in employee 
plans. 


This is a major deficiency in our current pension and tax 
laws. Present federal laws and regulations prevent or discourage 
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the participation of Significant Shareholders in deferred 
profit-sharing plans and certain kinds of small business pension 
plans. 


The recent federal budget struck a death blow to virtually 
every DPSP in a small owner-managed business. If the business owner 
cannot profit from such plans, it is not altogether Surprising that 
there are relatively few of them. Many Canadians work for companies 
that are not firmly established in the marketplace. To give you an 
idea of the employment in small business, about 40 per) cent) ofall 
employment in Ontario is in companies with fewer than 100 
employees. More than half of our private sector employment is in 
that kind of company. 


Extensive studies have shown that approximately 64 per cent 
of all companies started in the early or mid-1970s did not survive 
five years of operations. We talked about the cash flow crisis and 
that is one very clear example of it. The mortality rate of new 
small businesses is likely to increase even further should current 
economic conditions continue. We are talking about interest rates; 
we are talking about a punitive tax climate: we are talking about a 
Slow-growth or no-growth economy and higher energy costs. This is 
not conducive to creating the kind of new wealth we need to pay for 
the pensions of the future. 


Perhaps another symptom of this is that federal government 
figures suggest that at least 43 per cent--and the figure is 
probably higher now then when that statistic came out of the 
federal government--of all small corporations, defined as those 
with annual sales under $2 million, did not have sufficient profits 
to pay income taxes. If you are not paying income taxes, any 
additional payroll taxes come out of the cash flow the company 
needs to sustain and expand its operations and essentially they 
make small businesses more dependent on external financing, on bank 
financing, on the tender mercies of government agencies. Very few 
of us would ever recommend that our members go for financing to a 
government agency. 


Obviously, a certain amount of Creativity, a certain amount 
of flexibility, both in government and in the private sector is 
needed if we are going to encourage small business people to expand 
the benefits that they can offer. But the first condition to 
expanding those benefits is to at least start getting profits in 
the first place. It is not unreasonable to suggest that like future 
economic growth, adequate pensions depend on profits. 


COSB accepts the principle that pensions are deferred 
Salaries. Large corporations, employers and employees are likely to 
opt for defined benefit plans despite their high administrative 
costs. Consequently, COSB challenges the assumption that public and 
Private sector pension policy should be regulated on the same 
basis. 


Public sector policies are based on the right of retired 
individuals to a limited claim on the current production of working 
taxpayers, largely without reference to any personal contributions 
they may have made towards that pension. Private pensions, as 
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deferred salaries, are subject to voluntary agreement between 
employers and employees or their representatives. While pension 
legislation governs the conditions of funding and the management of 
funds, the contracting parties are and should remain free to 
arrange the levels of premiums and benefits according to their 
particular needs and resources. 


We would be loath to see a system whereby federal or 
provincial law infringed on the collective bargaining system in 
terms of the level of fees that could be negotiated and in as much 
as small businesses are concerned especially, there tends to be a 
direct replacement of retirement savings contributions by expanded, 
for instance, Canada pension premiums, if that occurs. This factor 
has to be carefully considered. 


We support your recommendations in your interim report 
recommending the shortening of vesting requirements, promoting 
greater portability and extending the reporting requirements of 
private pension plans to their employees. We believe this is 
absolutely necessary. If people do not know what is coming to them, 
it is very difficult for them to plan. We believe it is completely 
reasonable for a concise but understandable summary--not only of 
where the pension plan is going to be 20 years from now, if there 
is a period 20 years from now. They should also know what is there 
right now and what is available to them if for some reason the 
pension plan were to terminate. 


We also support the principle of the excess-interest approach 
as an economically viable way of permitting a degree of inflation 
protection for that kind of pension, providing that suitable 
divisions of the excess interest between current pensioners and 
Current employees can be arranged. 


In a recent survey, COSB asked its members which of four 
pension policy options they preferred. Sixty-three per cent of 
members imemoOntar Lo supported the current balance between 
tax-financed public pensions and voluntary private sector pensions. 
Mandatory private pensions in two forms, one the PURS program, 
second, a Mandatory private pension contribution of some kind, £0 
any retirement savings fund--those two options were supported by a 
combination of 24 per cent of members questioned and a 
significantly expanded CPP was preferred by only Laa pel mcen teyOe 
members voting. 


This result is not surprising. A voluntary approach to 
private pensions permits small employers to strike an appropriate 
balance between cash, deferred salary, and noncash benefits in 
shaping their compensation to local and Industrves.condi tions... in 
Many areas where there is fairly heavy competition for employees, 
shortages of skilled employees are one of the most continuing 
problems of small business people. 


2:30 p.m. 


Most employers and most employees Wild sOptisto-g Jet: #2 
comparable cash takehome salary before they opt for other benefits. 
The exception to this tends to be in cities with a very heavily 
unionized population, where there is an expectation of benefits as 


6 


part ‘of’ “the way © the!®community-\ £inctions. *2In? thatiecase, ere re 
essential that employers have the flexibility to determine what is 
most appropriate in their industry or in their locality. 


Smaller owner-managed firms are more likely to opt for 
money-purchase pensions or direct contributions to employee RRSPs 
Or group RRSPs than for defined-benefit pensions. These plans are 
far less costly from an administrative point of view. They have the 
advantage of flexibility, greater portability and immediate 
vesting, and some degree of employee control over the value and 
investment of contributions. The economy and simplicity of such 
plans make them particularly appropriate for small firms. After 
all, when you only have a limited amount of cash to put into 
benefits, who wants to spend it on administration or on padding the 
payrolls of insurance companies? 


COSB »recommends~-and'™ I©* Know™ ‘that this? tirs=— note in your 
jurisdiction but we hope that you might consider it as a possible 
recommendation--that the federal government expand the limits of 
contributions to RRSPsS in recognition of their importance to the 
retirement savings plans of individual Canadians. We believe that 
the $5,500 limit should be indexed on the same basis as personal 
income tax exemptions and that there should be greater allowance 
for past service in the case of a company which is just attaining 
sufficient cash flow to look at benefits and has older employees 
for which it would wish to make additional provisions. 


There is clear evidence that a very large percentage of those 
small firms that do have systematic contributions to their 
employees' benefits are ones that have been in business for more 
than 10 years. In a survey done by COSB among its membership, fully 
75 per cent of all members who had some kind of systematic 
contributions for employees, retirement savings, had been in 
business more than 10 years and this rate, speaking relatively, was 
three times the rate of companies that had been in business fewer 
than 10 years. 


We think that says something, that when people are not well 
established, obviously pensions are less a priority than when they 
are established and have the opportunity to put additional cash 
that may be available into those programs. Obviously companies that 
have been around for that length of time have a greater likelihood 
of being profitable. 


The range of investments permitted individuals through their 
RRSPs, whether they are individual or group, should be expanded to 
include investments in small businesses and non-arm's’ length 
investment. Obviously with a group RRSP there would be_- some 
limitations, but in terms of individual RRSPs we believe that 
individuals should have greater freedom in terms of the investment 
of that money in order to break free of some of the rules that 
tended to lead to greater financial concentration in this country. 


The Canada pension plan, financed on a pay-as-you-go basis, 
is in practice a payroll tax supporting some of the current needs 
of Canada's elderly. The select committee is in fact taking part in 
an exercise which involves a very large political dimension and one 
of the biggest parts of that political dimension is that most 


7 


Canadians really don't have any idea what the Canada pension plan 
is. In fact, I think if most of you went to your constituents you 
would find that a majority of them feel that in putting aside that 
3.6 per cent of their payroll to an annual maximum, they are 
actually putting money aside for their own futures. Well, nothing 
could be farther from the truth. Few Canadians will resent paying a 
fair tax to contribute to the wellbeing of Canada's current 
pensioners if this is made clear to them, but we believe that the 
Current situation almost amounts to misrepresentation. 


We believe it will be easier to discuss pension policy with 
the Canadian people when the facts are on the table and when they 
have a clearer understanding of what is at stake. 


In conclusion, the issue of pension coverage and _ the 
Management of Canadians' retirement savings are extremely complex. 
It is politically tempting to recommend solutions based solely on 
sweeping humanitarian principles, but we believe that this would 
ignore both the economic reality and the interests of future 
generations. 


Policy makers, both in the public and the private sector, 
must avoid looking to the kinds of quick-fix solutions that will 
tie the hands of governments and taxpayers for years to come 
without providing them with the means to meet these obligations. A 
sound, responsible, compassionate policy on pensions should be 
based on the principles of individual ownership of retirement 
savings and the preservation of a dynamic balanced economy capable 
of paying current pension costs without mortgaging Canada's future. 


It is a big job and it is one that of necessity requires a 
degree of accommodation, both for small businesses, for ordinary 
employees and for government in its own revenue structure and we 
hope that, as you have conducted your hearings today in a spirit of 
inquiry rather than of partisanship, you would consider these 
things and come up with recommendations that reflect the enormously 
broad nature of the problems and challenges we all face. 


Thank you very much, Mr. Chairman. 
Mr. Chairman: Thank you, Mr. Hale. 
Mr. Williams, did you want to start off? 


Mr. Williams: Yes, Mr. Chairman; through you to Mr. Hale, 
if I might. Your organization obviously supports thatwviOpDelone to 
stay within the private sector and the voluntary private plan. What 
degree or element of mandating would you see necessary to be 
applied to that approach if we are going to establish a degree of 
universality within the area that has the greatest need for 
addressing, that is the people in the small business sector where 
perhaps they are people who are the least able, up to this point in 
time, to cover themselves with a reasonable degree of pension 
protection? 


Mr. Hale: We get into somewhat of a semantic problem when 
we talk about legally mandating voluntary solutions. 
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Mr. Williams: That's why I said some element of 
Mandating. There has to be some balance here. 


Mr. Hale: I think the challenge we face is providing the 
incentives to do whatever we do in such a way that we are not 
actually going to ‘be «mortgaging our ‘future =to! paytors curréene 
pensions. 


One of the ideas that has come up in our discussions--and we 
don't believe that it would be a great deal more expensive than, 
for instance, expanding the Canada pension plan; in fact, in the 
long run, it might be far less expensive because it makes for a 
better use of the money--is to provide a tax incentive to smaller 
firms that make systematic contributions to the retirement savings 
of our employees. 


Looking at the coverage as it exists now, there is obviously 
a very great problem with people with fewer than 20 employees who 
have been in business fewer than 10 years. In many cases, these 
people have not yet got to the stage where their companies are 
making a profit. As such, they are trying to pay competitive wages 
in the marketplace. 


If you look at the situation which exists when the federal 
government, all of a sudden, said it would tax employee benefits in 
the private sector, both private and public sectors for that 
matter, such as extended medical and dental plans, group insurance 
and so on, the biggest question I think for the taxpayer or the 
public service unions or private service unions or the government 
is where does that buck stop? 


2:40 p.m. 


We are going to be very interested to see whether the public 
service unions manage to extract that $200 or $400 or whatever it 
is from the provincial government in compensation for this taxation 
of their benefits. If that is the case, it is reasonable to assume 
that if there is any kind of mandating of pensions the people with 
the market power, large public and private sector unions, will in 
effect extort that bargain--again it is a matter of semantics--from 
their employers, and smaller employers will either have to parallel 
that payment in some measure or find themselves falling farther and 
farther behind in their ability to pay competitive wages. We are 
concerned about mandating. Perhaps, Don, you might have some words 
to say on that subject. 


Mr. Anderson: I might just introduce myself. I am _ Don 
Anderson, consulting actuary. I am a small businessman myself and 
special counsel to COSB on pension matters. 


During the last couple of years I have found myself very 
heavily involved in trying to find venture capital for a client 
company, so I learned a little bit about the problems that are 
faced, and it becomes evident that this country is very poorly 
equipped to provide venture capital for the establishment of new 
business or the expansion of existing ones. The banks simply say 
no, period. 
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Government agencies have so many restrictions and conditions 
that it is a complete waste of time to go from one department to 
another and one program to another. In any event, they will not 
provide venture capital unless the bulk of the capital comes from 
private sources as distinct from government, so we are back to 
private sources. There are a handful of venture capital companies 
in this country. Some of them are better equipped to handle new 
ventures than others, but the available resources are rather 
limited both in human terms and in financial terms. 


The tax system discourages them to a great extent, or fails 
to encourage, and the contrast between what is going on here and 
what is going on in the country to the south is incredible because 
we had a great many dealings with both sides of the border and we 
find that on the other side of the border these venture capital 
people say yes on the spot and start to work out the details, when 
Canadians say no. 


Mr. Brandt: Excuse me. Is that primarily through the bank 
system? 


Mr. Anderson: I said the banks say no. 
Mr. Brandt: No, I mean to the south of us. 


Mr. Anderson: Venture capital firms, venture eaprtar 
specialists; not banks. 


Mr. Hale: So the bottom line is what kind of a recycling 
process we have and, unfortunately, in the past we have tended to 
take a chicken-and-egg approach, have government take the money now 
and decide how to recycle and redistribute it later. Quite frankly, 
we believe that unless the problem of preventing a further 
concentration of financial power is dealt with first, we will find 
the government having a larger and larger and larger stake of the 
pie used for basically political purposes, and the opportunities of 
individuals narrowed down to the point where, as Don says, they are 
being driven to outside sources which are very unresponsive, if 
anything, to their own needs. 


Mr. Mackenzie: Do you think we could extort some of the 
money in the large banks for use in venture capital? 


Mr. Brandt: I knew you would use that word at some DOLNt. 


Mr. Hale: I understand there is a proposal extant from 
the federal New Democratic Party to place a windfall profits tax 
and recycle that money through the government’ to various 
politically deserving groups, of which I hope one will be small 
business. 


We would prefer to see some form of interest rebating, 
frankly, because we think the interest rate spreads are more than 
perhaps they need to be, even given the relative uncertainty of 
future interest rates. 


Mr. Mackenzie: (Tnaudiblejyee Prorits= Mrerertecr, referring 
to the banking system at least? 
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Mr. Hale: They certainly have been the single greatest 
beneficiaries of current interest rate policies. There is no doubt 
whatsoever about that. 


Mr. Williams: Just. .coming back..to «the. main point. I wag 
trying ».to; «get . youriw,response ».to,sacMr.fuHale,.ton sthis-omatterneem 
coverage, with PURS we see the element of coverage there, a degree 
of universality. We have the unique feature that the money will 
stay in» the private. .sector. aS-«compared -to CPPyucbut. with the 
voluntary plans, unless you have some floor, which probably can 
only be achieved by some application of mandating, how are we going 
to be assured that there is going to be adequate coverage? That is 
really the big concern of this committee. 


Mr. Hale: First, unless you do it from day ‘one somebody 
walks in the door, you are not going to have universal coverage for 
two reasons. Perhaps to a greater extent than larger firms--and I 
do not have any hard statistics on this, but people who are in the 
personnel business suggest this to me--there tends to be a higher 
turnover in the small firms than in larger ones. The other aspect 
is that if you build in too high a nondiscretionary set of payroll 
taxes, whether it is Canada pension, unemployment insurance, in 
some cases OHIP--although it is discretionary whether the employer 
pays that or not--and other factors, and in Saskatchewan they are 
talking about the accident and disability program, in addition to 
that there is workers' compensation and on and on and on. 


At that point a lot of employers start saying, "If somebody 
is not absolutely essential to have on stream, I am far more likely 
as a small employer to say, ‘Isn't it possible to have this person 
ON» @s,contract, , basis.» so,,that.he sor, she  <is «not tormally. sae 
employee?'" This is happening to an ever greater extent. It is very 
difficult . to, legislate , against, .and..if .anybody_.did. legislate 
against it, it would probably go underground. 


So if an expansion in the mandated floor of retirement income 
coverage is put in there without some counterbalancing feature to 
manage .thes:loss,, of) cashu flow, «perhaps ~throughsas tax credit,» tue 
result may be that the very people you are trying to help the most, 
the lower and middle-income people, the marginally employed, the 
highly mobile employee, may in effect lose out in spite of the 
goodwill of everybody involved. It has happened in the past, it is 
happening perhaps more today than it ever has, and if what we see 
happening right now is any indication, that sort of thing will 
continue to grow. 


Mr. Anderson: I might just add a footnote. Much as we 
might want to be concerned about pension coverage, there is one 
more aspect of coverage that is to my mind more important, and that 
is employment coverge. When we see eight and 10 per cent 
unemployed, where is your tradeoff between having a high proportion 
of unemployed but all of them with pensions, or a much lower 
proportion of unemployed and maybe a lot of them without pensions? 


I think what COSB is saying is we must do a great deal more 
to help the small business sector to create employment, to fill in 
that gap. Pensions have to be a second priority after jobs, and the 
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needs of small businesses for financing and for management 
assistance and various other things. Those are very important needs 
in this country. The comment we had a little while ago, should the 
banks do it, I think the banks are really inappropriate for it 
simply because if you are one of the six major chartered banks and 
you have a major investment in a technology that is 50 to 60 years 
old and is going to be replaced by the technology of a new small 
business that is coming to you for venture capital, I think you 
will say no out of self-interest. 


What we have to do is create more power centres in this 
country, or more diffuse powers, so that we do not get locked into 
old technology, so we have to see greater diversity. 


2:50 p.m. 


Mr. Hale: We are encouraging our members, where they have 
the resources--the availability of resources is critical here--to 
look at various defined contribution plans, contributions to RRSPs, 
so that where they have the resources they can make _ these 
provisions. 


We have taken a close look at the Ottawa-Carleton Board of 
Trade's plan. We understand they are negotiating with the Ontario 
Chamber of Commerce now to take up that problem. That is something 
we would strongly encourage, because it would provide a measure OL 
protection in a form which is readily available to small business. 
It would be far more manageable, because it doesn't automatically 
siphon away funds from the capacity of the business to survive. 


Mro@]Wieiliams: The Ottawa “group "is "coming “before us 1 
think next Friday. We understand they do have an interesting 
proposal to put before us. 


Mr. Hale: It is probably the best plan we have seen to 
date in terms of meeting the needs of both the small business owner 
and employee, and as such it is something we believe should be 
encouraged. 


Mr. Williams: Do you see any merit in the concept that an 
employer must offer some form of plan to employees, whether it be 
an investment in an RRSP or whatever, with the option being left 
still with the employee to invest or otherwise? 


Mr. Hale: In other words, what you are saying is should 
the employer be willing to match anything up to a certain level 
that an employee wanted to put into an RRSP? 


Mr. Williams: Yes. 


Mr. Hale: I don't think you can apply that universally, 
simply because many businesses for the First four’ or’ ‘five* years 
don't know if they are going to open the doors a month from now, 
let alone offer a pension plan. I think perhaps for companies who 
have been in business an extended length of time or who have more 
than a certain number of employees it is something that might 
conceivably be manageable. But the problem with saying everybody 
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does it is that you start to create barriers to businesses getting 
to the point where they can create the kind of sustained 
opportunities to make that benefit of some value. 


Mr. Gillies: Mr. Hale, through the course OL this 
committee's hearings I think the members of this committee have 
identified as one of our major problems the question of coverage. I 
see through they@ pods, .4V.eu have done of members in... yous 
Organization--and I say this in by no means a condemning tone--I 
just note that about 77 per cent of your employers do not offer a 
pension plan to their employees. I can well appreciate a number of 
reasons why that would be so. 


But what I would ask you is, if you would offer any guidance 
to usS aS a committee as to what we could recommend to our 
government that would make it easier for your members to offer some 
sort of pension plan to their employees. I don't know what it might 
be, but I wonder if you might have some suggestions for us, because 
this is the single biggest problem we face. 


Mr. Hale: One approach might be a refundable tax credit. 
I don't know if Frank Miller has the money to put that into his 
next budget, next four budgets, but that is probably something that 
would have to be worked out with the federal government. We have 
come to the situation where the jurisdictions overlap rather badly. 


The biggest obstacle to a defined benefit pension program is 
the federal regulations that prevent significant shareholders who 
would be the prime beneficiaries--in other words, any company with 
fewer than 10 employees in which the owner or members of his or her 
family had been around long enough or had significantly higher 
Salaries, what they would be putting in for themselves would equal 
Or exceed that which their employees might put in. That is one 
thing that needs to be dealt with. 


Another would be more incentives for RRSPs. 


Mr. Gillies: Certainly, the federal government went in 
exactly the opposite direction to that. 


Mr.vsHale: S Precisely... Iit);-is» the same. opr inciple= ac etaxine 
the, benefits ¢negotiated!).by . trade Sfunionse> This.) is — the..*smaus 
business's way of providing benefit programs and suddenly, because 
the owner of a business wants to provide for himself or herself, 
this bolt of lightning drops from the Minister of Finance that 
Says, "You are taking advantage of the system." That's nuts. A 
person goes into business for himself, and if he tries to make 
provisions for himself and his employees at the same time, he is 
penalized. 


I think the attitude that because the small business owner 
has something to gain, something should be outlawed in regulation. 
I think that is an attitude that has to be dropped by certain parts 
of the federal civil service, and even the Ontario civil service, 
before they can see their way clear to providing the kinds of 
incentives we need. Don, do you have any further comments? 


ane, 


Mr. Anderson: I do. My own company adopted a pension plan 
about five years ago and submitted it to Ottawa, and of course it 
was refused because of the significant shareholder rule--more than 
half the benefits would be for myself. So we now have a pension 
plan that does not exist. We know that this is happening. We knew 
before we submitted the plan that it would be turned down. We just 
wanted to go through the experience of being turned down. So I am 
not really inclined to set up a pension plan for everybody in the 
firm other than myself. 


If you want to criticize me for that attitude, go ahead, but 
that is the way I feel about it, and I think that attitude is 
shared by a lot of small business people. I think that until the 
rulings of Revenue Canada are changed so as to permit ethis--they 
muaedermitar ie? Pore vore siyear,» in’ 19807> 1 believe, and then they 
malted wbackipfroms it--until ‘they » “really: get that issue firmly 
resolved, I think you will have a real problem extending coverage 
to small businesses. 


Mr. Gillies: I am trying in my questioning not to be 
provocative, but as a nationwide organization can you suggest to me 
any possible thread of reason that would have run through Mr. 
MacEachen's thinking when he brought in the budget last fab. eee 
would tell me why at the same time that one branch of the federal 
government is saying that the biggest problem in “the ‘country. is 
pension coverage, another branch of that same federal government 
would be removing one of the prime incentives to the individual 
person taking out an RRSP? Can you suggest to me any possible 
thread of reason that would run through that type of policy making? 


MyoerrHAtes = well, .there, is).an »-axiom, .in .,dealing. with 
government that you should never attribute to malice what can be 
adequately described by stupidity. I am not ascribing that to, this 
committee. As I told you gentlemen, I feel that your approach to 
this entire subject has been most constructive. 


I think the biggest problem is that the ministries do not 
talk to one another--that is true of any government--and there is 
very poor co-ordination. Secondly, there have been suggestions, and 
I do not know what amount of credibility to give them, that there 
are those within the government who would like to make an expanded 
CPP controlled by the federal government, and used in the same 
manner as the Caisse de dépdt in Quebec as a financial instrument 
to give the federal government practical control over all the major 
industries in the country. 


By removing various private instruments that are available, 
they could speed the day when that would be the only alternative. 
Canadians would run to them for help and they would have all this 
money floating into their hands. I do not know the extent to which 
that would be the motivation for that. 


Mr. Chairman: Mr. Bentley had a question he wished to put 
to you, if that is permissible, and I would suspect it might be. 


Mr. Bentley: I take you back to your paragraph five and 
the sentence in the middle of it that says, "A number of studies on 
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the venture capital needs of small firms suggest that there are 
considerable barriers to the use of institutional funds" and so on. 
I think, Don, you are ‘aware that -I -have- been promoting the 
utilization of at least a portion of the pension funds in the 
venture capital area for the last five years and have fallen flat 
on my face. 


Mr. Anderson: I think you are aware I have been doing the 


Mr’) Bentley: I would ghike syoujawf Vvowawouldoffirst! df same 
to describe some of the barriers because, you.know, there are no 
barriers under the Pension Benefits Act. You have a basket, which I 
think is more than adequate to permit institutional funds to be 
invested in so-called high-risk investments and so-called venture 
in everything from R and D to whatever you want to do. 


It has always been there and it has never been utilized, in 
my view, to the extent that it should have been utilized except to 
hide mistakes of the institutional investor. Could you enlarge on 
that a little bit for the benefit of the select committee because I 
know that it is not being used to the extent that I think it should 
be used. 


Mr. Anderson: I appreciate your concern and I share that 
very deeply. It has been one of the things I have been really 
working hard on to see how this can be rectified. The mere fact 
that there are no barriers to do something does not make it happen. 


Mr. Bentley: I realize there are no barriers in the law. 
The barriers are someplace else. 


Mr. Anderson: The barriers are someplace else, yes. When 
I first started asking questions seriously of pension fund managers 
in, thistvaregsnilt was gold wery quickly and straight from the 
Shoulder, "It is a people business, not a money business." That the 
movement of pension money into venture capital and high tech 
requires the setting up of certain types of Organizations that have 
the right kind of people in them, who know how to put those deals 
together. It is a rare type of skill. It is a skill that some 
people possess but it is not being used all that much. 


But it is a skill that could be cultivated, so I conceived of 
the idea of a series of organizations across the country which 
would exist to provide exactly that function of seeking out 
ventures to put pension money in, and vetting them and setting up 
the conditions under which the thing would work, and then going to 
the pension funds and saying: "We have done all the groundwork. We 
know what is involved. We recommend this and we have the personal 
Credibility and reputation that we know that this is a good 
investment for you and we think you should Grverede 


I think the larger pension funds are very (ready: ifor «this. «In 
fact some have allocated a certain part of their portfolio for new 
ventures in high tech and are just looking for somebody to help 
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them do it. I would like to see that happen, but I think it takes 
‘more than just simply not pronibiting’ its?T think=you haverto*sort 
of bring people together and say, "How are we going to do this?" 





, Mr. Bentley: Could I just ask one more question? This is 
‘what I was leading to, and this is addressed to both of you, Geoff 
and Don. You are adVOCaAtiIng® it, lL know ‘Iagreeewith Tt“and' 1.t ts 
permissible now. Are you suggesting to the committee that in some 
Manner this might be more or less mandated? Like Mr. Williams, I do 
not like the word "mandated" just now, but how else would you give 
direction? 


Mree-andersons itr Lots» of “other ways." Le think “1c cal De 
encouraged by setting up channels through which it can happen. This 
is far more effective than mandating. You can mandate $1 billion a 
year to go into new ventures in this country, and the people will 
sit there and say: "How do we do it, how do we choose, how do we 
set up appropriate types of relationships with these ventures? How 
do we select the ones that are good and the ones that are not so 
good? How do we monitor them once we are in them?" It is an 
Srdanizational job. and I think that you “almost “need “to have” a 
special task force on the diversion of pension fund money into new 
ventures and bring to it some of the best minds of this country to 
see how best to do it. 


ire bentley: ain “other "words, you “tare saying that you 
think there 1S a role ‘of ‘government “in bringing these’ people 
together in some way. 


Mr. Anderson: A government could be the catalytic agent, 
and it would be very welcome, I think, so long as government does 
not try to run it because I think that really would not work. The 
venture capital people, both the receivers and givers of venture 
capital, really feel that the decision should be theirs to make. 
But to be the catalyst to bring them together and say, "Why do you 
guys not figure out a way?" could very well help. I am not saying 
none of this is going on. There is a handful of venture capital 
companies that are doing it. It just needs to be expanded greatly. 


Mr. Hale: The principle at stake here is very much the 
Same one that is in play in successful regional development 
programs or management assistance programs whereby government 
attempts to direct assistance to small business. I use that phrase 
"direct assistance to small business" because there is a certain 
arm's-length process at stake. There is a climate of almost mutual 
incomprehension between the people who run government programs and 
the people who run small businesses. It is partly psychological and 
Parelyeordanizatjional, but 1t is a fact of tite. 


Government programs that have succeeded in bridging that gap 
have been ones that have found intermediaries, in many cases 
professional management consultants, in other cases, chambers of 
commerce or places, as Don says, that can play a catalytic role so 
that the culture shock between small business and government can be 
overcome. That is an essential part of any mechanism to recycle 
institutional funds to small business. 
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It could be accomplished by brokers, of which there are quite 
a few in the market; a good number of them are very reputable and 
have a find track record. It requires people who take new ideas or 
take existing businesses that need financing and serve as the 
professional intermediaries in terms of making the fit between what 
a small business is about to do and what a financial institution, a 
pension fund or government agency is prepared to accept. That is 
something we aS a society have not done all that well in the past, 
but we are improving. It is an area that could be used to far 
better advantage. 


Mr. Bentley: You know this has been a baby of mine for @a 
long time and you know I have fallen flat on my face every time I 
have made the presentation. 


Mr... Chairman: Youu haves the scans: to (show it. 
Mr. Bentley: Damned right I have. 


Mr. Chairman: Thank you, gentlemen, for coming and for 
taking the time for the preparation for today and for the written 
Material you have been good enough to file with us. I am sure it 
will of great help to us in our deliberations. Hopefully, what 
comes from the committee will be constructive and acceptable to all 
segments of the population. 


Our next witness is Mr. Ross Rigney. Could you come forward 
please? For the record, sir, we should have your name as well. 


Mr. French: David French, Simpsons-Sears. 


Mr. Rigney: We thank you for the opportunity of appearing 
in front of the committee and finally getting here, after having 
got crossed up in September and ended up in Ottawa instead of here 
On another problem. However, you are understanding and we 
appreciate that. 


I asked David to come with me because I thought he might like 
to make some comments as well as answer any technical questions 
which he may be more accustomed to answering than I am. I have 
submitted a brief. I am wondering if I should read it or assume 
that people have read it. I would be prepared just to cover the 
recommendations. 


Mr. Chairman: Whatever you think. It might be helpful if 
you wish.to follow that brief and read it. It is Exhibit 98. You 
can touch the highlights or whatever you wish. Some of the members 
looked at it over the noon hour. 


Mr...Rigney: ..J .will..just cover .the .area,..of. introduction 
and recommendations, and then we could go on to questions. 


The, ,role.of. the” private. sector.-emplovers: I “believe -the 
objective of providing Canadians with satisfactory retirement 
incomes can be achieved within the current social and legislative 
framework whereby private sector employment pensions will provide a 
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significant proportion of the total retirement income of Canadians 
retiring in future years. 


Ss: 10 p.m. 


I also believe that, in the long term, governments in Canada 
should aim to limit their role to providing for basic needs through 
income security. However, temporary measures are necessary to 
protect the income of elderly Canadians and particularly’: the 
Current generation of retirees while private sector plans mature. 
Such temporary measures could include improvement in the level of 
benefits granted under means-tested programs such as guaranteed 
income security or improvement in old age security benefits. If the 
latter vehicle were chosen, in order to contain the cost of the 
program, I would also recommend that the improvements to Canadians 
on above average incomes be taxed back at 100 per cent. 


I would endorse repsonsible measures taken to encourage ana 
strengthen the role of the private sector in providing retirement 
income above that required Bor basic needs. My general 
recommendations will follow with more details contained in the 
succeeding sections: 


ite That employers with existing retirement income 
arrangements be encouraged to modify and build on their existing 
plans to include adequate provision for vesting and portability of 
benefits, survivor benefits, post-retirement adjustments to prevent 
Substantial erosion of real incomes by inflation. Detailed 
recommendations on the above issues may be found in the following 
sections. I do not consider the issue of standardization of plan 
design important in relation to the issue of providing Canadians 
with satisfactory retirement incomes. Employers should be 
encouraged to build on their existing framework, whether this be a 
money purchase or defined benefit arrangement. 


2. That all employers be encouraged to extend retirement 
income benefit plans to all employees with durable service 
relationship. Accordingly, I recommend the Mandatory pension plan 
system for Canada with the qualification that the funding and 
design of pension arrangements remain in the private sector. Thus, 
I would support legislation that established minimum criteria for 
pension arrangements that all employers would be mandated to meet, 
ana offers tax credits to small businesses to partially offset the 
cost of providing pension benefits. Irrespective of the manner of 
extending pension coverage, mandatory or voluntary, © strongly 
endorse the principle that flexibility in the design of retirement 
income arrangements be maintained and that a choice should remain 
as to whether basic pension benefits are money purchase or defined 


benefit. 


3. That efforts be made by all governments to co-operate in 
designing a uniform approach to benefits legislation in Canada as 
fekOipertains.: toTegutating employement pension plans. Recent 
experience in Saskatchewan proves how desirable a uniform approach 
would be. To my knowledge, most major national employers with 
Saskatchewan employees have reacted to that province's legislation 
by planning to either formally split their plans into Saskatchewan 
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and rest of Canada components or informally split by amending their 
plans to offer separate benefits to Saskatchewan employees. 


Divergence in legislation will lead to divergence in pension 
benefits for Canadians depending on the province in which they 
live, even if they work for the same employer. Such a scenario is 
bound at best to restrict the mobility of labour at a cost to the 
nation's economic health. At worst, it would cause major Canadian 
employers to retreat from the field of national benefit planning 
leaving them instead to react by province to piecemeal, politically 
motivated legislation. 


I would cite Saskatchewan as a example where government 
avoided the major issue, viz., coverage for the majority of its 
inhabitants who are not enrolled in employer plans. By legislating 
costly improvements in existing employer plans without tackling the 
issue of coverage, the Saskatchewan government actually reduced the 
likelihood of an expansion in coverage through the introduction of 
new plans. 


4. That government recognizes that the total funds available 
for compensating employees, which includes funds for pension 
benefits, are ndirectlyv« rehated: £0] \lpnoductiv.ityouots: Canadien 
businesses. If changes to benefits legislation require additional 
benefits, the costs must not be so burdensome or the change so 
abrupt as to disrupt healthy economic activity or jeopardize the 
competitiveness of Canadian companies vis-a-vis their foreign 
competitors. 


At this point, Mr. Chairman, we would be prepared to react to 
questions and comment. 


Mr. Williams: You touch on one point that I raised by way 
of a question to the previous delegation that was before us: the 
concept of using the private sector on a "voluntary" basis, and 
yetyoowithin’, that  framework,;=,using -that: as the «vehicle for 
establishing, as you say on page four, the minimum criteria of 
pension arrangements that all employers would be mandated to meet 
and in an exchange offering a tax credit. 


How do you visualize the mandating? What floor would be used 
to establish a system whereby the employer would have to offer, I 
presume, some form of pension portfolio without the employee 
necessarily having to adapt to it? 


Mr. Rigney: At the time I was involved in the writing of 
this we were looking at a provincial universal retirement system 
type of approach as being a minimum standard, and we would build, 
then, from that point. If that were the only pension Plan the 
employer had, then it would be the minimum, or it at least would be 
the floor of an existing new plan. 


Mr. Williams: So you would use basically the criteria 
that are defined in recommendation 40 or 45, which gives us the 
framework of the PURS plan, as the base, but without the actual 
implementation of a PURS plan: leave it in the voluntary private 
sector? 


Es 


Mr. Rigney: Yes. 


Mr. Gillies: So this is beyond assuming opting out. You 
are assuming that PURS is not mandated per se. 


Mr. Rigney: That’s correct. 


Mrnecrlanes itoemigqht fjusteisaync' mi isorry<gel dont throw: ait 
I'm in order or not, Mr. Chairman. We had discussions in this 
committee last week in which the feeling of a number of members on 
the committee was that if we brought in PURS there would be the 
capacity for employer or employee groups to opt out ifs theiyv qplan 
already in place presumably was beyond the minimum standards set by 
PURS, but I think we were still thinking at that point that PURS 
would be mandated with a very large opting-out component. Now 
you're suggesting that if it were a standard that was suggested by 
the government perhaps the mandating would not be necessary. 


Mr. isRigney:« I «guess that would be an ideal beginning 
Point, Hibut wl +thinké<cthat -at some point it might very well be 
necessary to mandate. 


i guess sli@didn't *quiteisunderstand, your question iat ifirst. 
Mandating is a component that I think is necessary. I believe today 
that if we didn't mandate in some of the plans that are at present 
in the private sector--in other words, they're a condition of 
employment--people simply would not choose to be in them. 


Mr. Williams: Phat! siearour biggest problem: to ensure 
coverage and yet not to extract it by force. I don't know how you 
can have the best parts of two worlds without some compulsory 
element about how we can assure ourselves that relying totally on 
the private sector will accomplish what we fact 1s) “béestymtombe 
accomplished. That's why PURS is such an attractive feature, 
although it has drawbacks, too. 


Mirae Rigneysoo 1 personally oppose government intervention 
in most areas, frankly, but I think this is one time--on the 
mandating of pensions--when there is a need for it. Frankly, my own 
personal feeling is that you shouldn't be able to opt out once you 
start deducting in any pension plan. I could see a 25-and-one rule 
instead of a 45-and-one as being a reasonable basis on which we 
should be operating. 


Mr. Williams: What were those formulas? 


Mr. Rigney: I could see a 25-and-one--25 years of age and 
one year's service--as being a reasonable beginning point where you 
would be unable to withdraw your pension once you start making 
payments to a pension plan. If you did leave, you would have to, in 
some manner, protect that particular accumulation that has occurred 
even if you are under 45 years of age or 30 years of age. The Royal 
Commission on the Status of Pensions in Ontario has recommended 45. 
AMER ‘correct? 


3:20 p.m. 


Mr. Williams: Just five years. 
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Mr. Bentley: Five years or ten years depending on-- 


Mr. Rigney: We are looking at two programs all the time 
because New Brunswick also has a royal commission going on right 
now and they are looking at a similar regulation to Saskatchewan. 


Mr." Williams: ‘As. In) mentioned; "1 *puth this ¥questionsite” the 
earlier delegation feeling there had to be some element of 
mandating, if I may continue to use that term, but they would not 
accept the need for that or the viability of» quoting some floor 
because they felt--and they were representing a small business 
community as such--that it would drive more businesses under than 
it would accomplish in the way of securing some long-term 
protection for employees of these small firms. I could not really 
draw from them a commitment to support that concept of some element 
of-- 


Interjection. 


Mr. Rigney: I agree. 


Mr. Williams: You clearly agree that element does have to 
exist. 


Mr. Rigney: And I clearly understand the predicament that 
they are speaking of too. I recognize there is a conflict. 


Mr. Williams: That is the dilemma we have. 


Mr. Rigney: The long-term conflict is what happens to a 
person at 65. Where is the income going to come from to pay the 
pension and how long have they been involved in that commitment to 
build the pension up themselves? 


Mr. Riddell: Therein lies the compromise. The group that 
appeared before you said it would put a cost on the small 
businessman that may well drive him out, putting more unemployed 
people out on the streets. You come along and suggest--and I guess 
you represent business--that has to be some kind of mandated 
pension plan. Is there a compromise some place? 


Mr. Williams: Is not the carrot the tax credit that he 
talks about in the second part of his proposal? If they have to 
pay, at least they will be able to get a tax write-off. I do not 
know. I should not have interjected but is that not what they see 
as the compromise? 


Mr. Haggerty: That is on page four. 


Mr. Williams: Yes, page four. 


Mrs French:s(Mr.4 Chai rmanyadiewouldaw lakesitodaddan couple of 
comments, if I may. Number one, our mandate is Only to represent 
big business. I do not suppose that I can successfully avoid the 
stigma of being attached to big business considering where I came 
from but-- 
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Mr. Chairman: Pe eecouac a “stroma (inaudible) ? I never 
ehought of it that way. 


Mr. French: Teco NOt Ser cher anid =e appreciate the 
correction, but there are others who would use the term. 


We may come from big business but we are not representing 
either a corporation or a business viewpoint. Our experience tends 
to be that of larger pension plans but the reverse side of that 
experience is that we see a great many of the people who are 


involved in the pension plans, the retirees, prospective retirees, 
and the actual retirees. 


I think probably their interests are the major motivating 
factor in the presence of Mr. Rigney and myself. Our interests then 
are not totally different from those put forward by the small 
business. 


Moving on to the actual question, the bridge between the 
views that we are advocating and the opposition or the questions, 
the doubts, that others have lies partially in the tax credit which 
could be used with a phasing-in program. One of Mr. Rigney's points 
was the need of the private sector for lead time to respond. Given 
that lead time, I am confident the private sector can respond at 
all sizes of operation, the smaller businesses as well as the 
larger corporations. 


Relative to the concern that additional costs, this 
particular additional cost, might drive small businesses under, I 
do not recall any massive bankruptcies that resulted following the 
introduction of the Canada pension plan. I am taking that reference 
totally out of context because I am not suggesting the extension of 
the public plan. I believe the private sector can handle the job of 
providing proper opportunities to accumulate pension income. I 
agree with Mr. Rigney that we would need, unfortunately, some form 
of persuasion through mandating. 


Mr. Chairman: On page four, you are advocating an 
additional mandatory plan which would provide the minimum benefits 
that a provincial universal retirement system proposal would 
encompass. Am I correct in that observation? 


Mr. French: What I am advocating is the establishment, 
and I believe this is Mr. Rigney's position, of minimum 
requirements concerning pension provision. I am afraid if that is 
to become a reality there is going to have to be some form of basic 
plan provided that employers can participate in who will not or 
Cannot provide their own plan. 


Mr. Chairman: If I could take that one step further, ~ = 
assume as well that you are suggesting that should not be through 
the Canada pension plan. It should be a separate vehicle, although 
you are talking about it as a system for Canada. 


Mr. French: I would be reluctant to see an extension of 
the Canada pension plan. I, therefore, have to advocate another 
vehicle which I would hope could result in a nationwide situation 
with provision for opting out by employers who have existing plans 
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I fully recognize that a manufacturer's plan is a long-term 
proposition, but I believe the problems that we see result from 
long-term neglect. As a society, we do not have the short-term 
needs to immediately solve every long-term problem. One of our 
requirements or challenges’ today is to move through the 
commencement of appropriate accumulation to prevent the 
perpetuation of that--another generation of retirees with 
inadequate provision. 


Mr. Williams: Supplementary to your question, Mra 
Chairman: As I understood Mr. Rigney in dealing with identifying 
what the minimum criteria was, I understood you, Mr. Rigney, to say 
that minimum criteria did equate itself to the basic framework as 
far as it relates to the financial consideration of the PURS plan. 


Mr. Rigney: A similar type of a program. 


Mr. Williams: So there was an element of similarity there 
as it related to costing that you see as the ideal starting point. 


Mr. Rigney: We would see that as a minimum. floor. If any 
Plan were better than that, they would have their provision for 
opting out and providing that plan. 


Mr. Cousens: I. have... heard. ,of,. Mr. . Rigney...from othe 
sources. Could you just give me a touch of your own background 
within the pension industry? Your reputation has gone before you, 
but just to touch on--your report stands out as a very credible 
report but for the sake of just giving me a little touch of some of 
your background, it would be helpful. 


Mr. Rigney: I am surprised. I am with Simpsons-Sears, the 
Same company as David French is. I am on the policy end of our 
particular corporate personnel department, reponsible for the 
implementation, on a nationwide basis, of pensions among all the 
other areas of benefits. 


I have been rather vocal lately among our own industry. I am 
not anti-industry but they often do not necessarily reflect clearly 
how the plan sponsors themselves would like to see things happen. 
We have been rather strong ourselves in believing there should be a 
lot more people speaking out on behalf of these particular issues, 
who are purely layman and not specialists or vested interests as 
the industry itself is. 


SPS elke 


Our concern is that we have a lot of people retired who have 
a problem. A lot of them have a problem because of short service 
with us and no accumulation of benefits from other jobs that they 
had in the past. Mr. French is the one who deals with a lot of 
these people at that date and is very much up front and aware of 
the kinds of problems that exist. We have had a lot of debates 
between us that we have carried on outside our company with other 
large companies in trying to determine what is the best course of 
action. 
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We believe a lot of business is prepared to make changes as 
long as we know the direction that goverment is coming from at the 
Same time, so that we are not making changes today and finding out 
we are living with another series of changes somewhere else that 
are going to cost us in another area that is part of the total 
cost. Most of us agree there is a bottom line on these things and 
what we can afford to pay for them. 


Mr. Chairman: For governments that have been in power so 
long, it is amazing with that stability the amount of change in 
rules of the game. I am thinking now of the delegates who were here 
before you who were critical of the current federal budget in 
regard to the change of some rules there. I hear you saying that if 
the rules are uniform and consistent, there is a certain facility 
of industry to adapt to those rules without too much disruption. 


Maybe I have not stated it as accurately as I should, but I 
am getting that message from you that mandating may be necessary to 
make sure that everyone plays the game to the same rules and that, 
if you wait for one company to proceed, no one is going to proceed 
or they may not. You may find people at a competitive disadvantage 
or just do nothing. 


Mr. Rigney: What we are trying to do” tis’ tol- impress. as 
representatives--we are not here formally representing 
Simpsons-Sears, but obviously we do work for a large company--and 
we are a little tired, frankly, of hearing this constant argument 
that business in the private sector is not interested in making 
change and it is not interested in really understanding what the 
problem is. 


I can tell you, if you are the person who has to deal with 
the employee, who has to deal with the employee five years after 
they have retired, who has to talk to the employee at the personnel 
counter or in staff conferences, you God-damned well are aware and 
attuned to what the employees are thinking about. 


What the government and the press and the vested interests 
have done is give a wrong perception as to our concerns. We have a 
tendency, rightly or wrongly, to pursue our arguments through 
organizations such as the Retail Council of Canada, the Canadian 
Manufacturers' Association, and they do so much hammering that 
automatically everything they say becomes Suspect. Maybe their 
approach is often negative as well. 


Our approach is not negative. We have to make changes in the 
pensions. We think coverage should be changed. We think vesting 
should be changed. We like the idea of dependant coverage. We think 
some provision should be made for adjustments after. We have to 
have the time. We have to know where government is coming from. We 
have to know whether we can afford it. We have to be able to plan 
for it. We have to be able to tell our employees basically and 
honestly what is happening, and what affect it may have if we make 
the decision to put $8 million or $10 million more into a pension 
area, what it may do on some other side of a benefit. 


We have not had that clear direction from government. We have 
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had the world's longest debate through a eseries of royal 
commissions that I have ever seen on any single issue in this 
country. We still have no answers. 


Now we have provinces busting off by themselves. We have 
Saskatchewan causing untold problems. Short-term does not look too 
bad but let me tell you you may have to sit down with an employee 
15 years from now and say: "I am going to move you. Here is a job 
opportunity for you. I have to talk about moving expense, which the 
government just screwed up the other day with their budget. I want 
to talk to you about salary. I want to talk to you about the new 
province. yous arev.going sito «go, to.) Ohp~w their penstonmrcules, are 
different. Here is the affect it is going to have on you." 


Is that now to be an element because we cannot have some 
continuity across this country in pensions? Are we going to use 
that as a basis for mobility? I do. not think» that 91s whats cre 
intent was. It is just terrible. Now we have New Brunswick-- 


Mrs Chabrmanes: Ors NovarScotiasgel thinks 


Mr. Rigney: No, New Brunswick brought out legislation in 
July. 


Mr. Chairman: Oh, yes. 


MraeoRigney:: It .is \vwery similar’. Di posed ithe . question ce 
their Premier, who was here the other day for a round-table 
breakfast. The embarrassment was that he could not remember his 
Legislature had brought in legislation; he was too involved with 
the constitution debate. But he is sitting there with a major 
social change on his hands. They are going to reintroduce the bill 
in January or February. It is very similar to Saskatchewan's, and 
we still do not know what the rules are going to be. If it is like 
Saskatchewan, I might add, the implementation date was July 1 and 
the rules came out on June 26. Many of us had to pay a fortune for 
consultants to try to tell us how we could change our formulae in 
Our pension plans because everything changed as of July 1 in that 
province. 


Now we have a recommendation from Ontario on how to pay 
interest, again different from what Saskatchewan is doing and 
different likely from what New Brunswick or Nova Scotia is going to 
do. I think we have to sit back and look at this and not use it as 
an excuse for further delay in coming to some conclusions. I think 
some head-hammering has to go on across this country. We have to 
decide where we are going and we better be doing it as 10 provinces 
in the same way or we are going to create a lot more problems. That 
is really why we are here; we are just a little mad. 


Mr. Chairman: That is refreshing to hear. 


Mr. Rigney: We are not professionals who appear before 
committees. 


Mr. Chairman: We — are «.not-;) professionals. seither,. but. I 
think that is the kind of stimulus we are interested in. As a 
matter of fact, the posture of this committee has been that the 
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Pame-for talk is just about over and it is time for action. That is 
why, as chairman of this committee, I have been pushing hard to 
complete our particular task and get on with the work of pension 
reform. So it is nice to have you before us to freely and openly 
express your genuine concerns through practical experience. 


Mr. Rigney: We have a company committed to change, but it 
cannot make the change until it knows all the elements of the 
equation. That includes what you people are going to do, what the 
federal government is going to do and what we are doing in nine of 
the other provinces as well. We have to develop nine plans, but we 
still have to know all the elements because there is still a bottom 
line. How much can we afford? 


It is the wrong year to ask how much we can afford in view of 
the way the retail business has had a tough year, but that is an 
aside. We are committed as a company and, frankly, I do not think 
we are very different than a lot of the private sector. It is there 
where the decision is. David is more involved than I am in the two 
associations, the Canadian pension conference and the Association 
of Canadian Pension Management. We attend the same meetings and we 
hear our counterparts talking in the same way. All they want is 
some direction. They cannot make the changes or justify the 
arguments to their board of directors for these major expensive 
changes until they know what all the elements are. Our plea is that 
I wish people would get off their butts and come to some 
conclusions. 


Mr. Williams: Mr. Chairman, Mr. Rigney stopped part-way 
through his presentation and asked whether we had any questions, 
which is turning out to be fatal to his cause. I do not know 
whether he will get the chance to finish his submission. Perhaps we 
should give him the opportunity to continue and then pose further 
questions after he has concluded. 


Meo Rigne ye. tWe clare quite prepared to spend more time on 
questions. My brief was not very long, so FP thought) sire Gwoulde not 
take people very long to read it. 


Mr. Williams: Do you want to carry on from where you left 
CLL? 


Mr. Brandt: Mr. Chairman, there is one question that 
concerned me that I addressed to one of the representatives before 
us yesterday, and that was with respect to the response of the 
private sector pension market to certain changes, either mandated 
or voluntary. The group that was before us yesterday represented 
some 20 different organizations and, I _ believe, about 7,000 
employees. The question I raised was whether or not portability, 
which was something you addressed earlier in your remarks, was 
happening in the private sector apart from any mandating or 
mandatory requirements by way of government legislation. 


3:40 p.m. 


Would you have any comment on that area? Are you familiar 
with or are you close to the situation with respect to the private 
industry? You were indicating a need for and perhaps you were 
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welcoming some direction from government with respect to what the 
groundsArubes:are ig dings, Loyebe .galee thinkagitierse Pain eiton say Chae 
government is going to move in the form of portability in some 
fashion because that is a very serious concern of ours and one that 
you indicated was of concern to you in your remarks, where you 
suggested employees who were transferring into your company did not 
qualify for benefits because of a short-term stay with you. Then 
you had to meet the problem head on some years after their 
retirement. 


What is your comment with respect to private sector response 
to portability, mandated or voluntary? Do you feel in your mind 
that it has to be mandated, or do you think the private sector in 
your experience will respond if it is on a voluntary basis? 


Mr. Rigney: David may want to reply on a more formal 
basis since he sits on one or two committees that maybe will give a 
broader answer to the private sector. If mandating is what it takes 
to, doy dit,s«eyeS;s- (i Swould,; support «mandating... We ..believe..in 
portability. Prior to the disengagement from Simpsons Limited, when 
The Bay acquired them and now we are on our own aS a company, we 
had an excellent portability plan between our two companies. People 
moved with full service and it was probably the Cadillac of 
portability plans--perhaps not as good as the government one but 
close. 


Mr. Brandt: What is? 


Mr. Rigney: David may very well want to talk to it. One 
of the things he is strongly advocating is that on a temporary 
basis we provide the opportunity for our employees at time of 
leaving us, whether it be anything prior to age 55 and early 
retirement, of moving that money into a locked-in vehicle, an RRSP 
Or an RPP, where it would be available at age 60 or 65 whenever 
they choose to retire. 


Because of the difficulty and the types of plans that are out 
there, I do not believe we can get true portability from company to 
company. I hear of the insurance companies' portability and I have 
taken some time to look at that plan because we are in the retail 
business. Maybe the retail industry should have a portable plan, 
but every one of us is so different that it would be very difficult 
to property analyse actuarially what should be going into that new 
Plan. However, maybe the vehicle is a locked-in vehicle of some 
nature through an RRSP or an RPP where the employee has the right 
at least to move it and have it working for him at the maximum 
interest rate on a yearly basis. The ability to do that is there. 


David, would you like to comment? I know you are very strong 
Or it< 


Mr. French: i Ti iwouldieifsdemayp, Mus. ¢Ghaisman« irlm«pastyciwhat 
I have to say very much echoes what Ross has said. I think in 
debating this question of pension provision, we can go one of two 
wayS. We can continue to enjoy a vast and glorious debate so the 
debate itself becomes the objective. That is good for the egos of 
the participants, but it does precious little for the needs of the 
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retirees. Or we can decide that we are really committed to 
recognizing two problems. 


The first is the needs of those who are retired. There is 
nothing, I believe realistically, that the private sector can do 
for them, aS Ross has commented. I think there is a relatively 
Simplewtseries rot “actions! that. “can° ber taken by ‘the: federal 
government, albeit with our money, which will meet that need. The 
second need is the need of those active Canadians who are yet to 
retire. If we are really intent on giving them the opportunity of 
providing adequate pensions when they retire, whether these plans 
are contributory or not, I think we have to take immediate steps to 
facilitate career-long accumulation. 


I am replying to a question about portability here. I have 
not spoken about portability yet because one of the things that 
concerns me about pensions is that so many of the different issues 
are intertwined. Portability is one of the things we have to 
address. We have also to address the question of coverage. Here we 
are back to Ross's minimum standards. More people have to be 
covered, although not as many people are uncovered as some of the 
Statistics would suggest. I think we have to mandate earlier 
vesting so that people get hold of something to take with them with 
the minimum interest. That is being addressed. Now they have 
something significant to take with them. 


Now we get to portability, the question of how to take Ae 
with them. I think if we have 100 years and more goodwill than I 
have seen in a long time, we may design some medium whereby your 
benefits in your company can be transferred to a different plan in 
a different company. If we are really serious about POLeabLUAtyy,. 3 
believe it should be relatively simple to provide some locked-in 
third medium, for instance, a locked-in RRSP. For the La fe sof meyet 
really cannot see how that is difficult. 


If I work with company A for five years, because of improved 
coverage requirements, I have participated in the plan; because of 
earlier vesting, I have something to take with me; because of a 
requirement of minimum employer participation and/or proper 
interest, I have something worth while to take with me and it goes 
into my RRSP, locked in to pension provision at age 65, and I move 
to company B and so on through my career. 


Canadians are mobile; we do move. We are going to keep on 
moving, and if we wait until all the different employers settle 
their difference, it is not going to happen. I am well aware that 
what I am talking about basically is likely to be money-purchase 
accumulation but I have yet to be convinced that that cannot 
provide an adequate pension. I am sorry Tf that) was not too,airece. 


Mr. Brandt: Could I ask a supplementary? You raised a 
couple of questions in your answer. One of .thenmwis =that- atthe 
point of portability being necessary, when an employee is 
transferring, who do you think would be the proper individual or 
what would be the proper vehicle for making a determination as to 
the value of the accumulated pension at that time? Do you thanks 2¢ 
should be the pension carrier, the company in question, or should 


there be someone else in your view? 
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There are many ways of arriving at that equation, as you 
probably know. I am only suggesting, and it has been discussed, 
that: (there «is ia. verny« real“ possibibity=-in® fact sit sis?notyonly sa 
possibility, it is a very strong probability--that the company and 
the employee will not agree as to the value of that particular 
pension at that point when you package it up and begin to transfer 
that pension, whatever it might be, to someone or somewhere else. 
Who do you suggest should be the adjudicator at that point? 


Mr. French: <i would. hopew iatyecouldbessabete: . Costthesnprivata 
sector, but my common sense tells me that our adjudicator is 
Sitting right there. It has been done in Saskatchewan, and I am as 
eager to knock Saskatchewan for some of the things they have done 
as anybody else, but they have put it on the line. If the 
individual plan provides more generous provisions, that is fine 
from my conversations with the Saskatchewan people, but there is a 
line below which no employer can sink. 


There 1S one other factor if I could just move on from that 
point. I have heard Ross commenting on this other aspect, but I 
have not heard the committee responding or recognizing the point, 
so “I "would /Tiket# to? emphasize Sitoimit™ is Palkiec veryiwel be esana 
unfortunately probably necessary, to mandate some form of minimum 
Standards for employers' fund sponsors to satisfy in their plans. 
There is another participant in this pension accumulation, whether 
it ismfawcontributory *oreuroncontributorysiplan;! and) thatreis the 
individual himself. It is my experience, working with individuals, 
that people do not become conscious of the need to start a 
consistent plan of accumulation until it is too late. 


I would hope your committee would bear in mind the need to 
recognize this human weakness, this inclination, if an individual 
can get hold of a lump sum, a refund, to spend it, especially in 
these economic conditions when pressures are very great today. But 
the pressures of 65 become even greater than today's and the 
individual has fewer alternatives. Anything that can be done to 
acceleraté locking inwand srestrictingsithe right’ of 4the- individual 
to withdraw money, while I do not like what could be seen as an 
intrusion on individual discretion and all that kind of thing at 
age 65. The voice is suddenly turned around and he says: "Well, why 
did you let me do it?" There is one aspect of the Saskatchewan 
legislation that I simply can never understand, nor can I get an 
adequate explanation of it from any of the people in Saskatchewan, 
and that, of course, is the facility of the individual to withdraw 
money from his pension plan. Once the money is in there certainly 
it should at least provide additional pension benefits. 


32450 Sits 


Mr. Chairman: I might just comment that I think the 
committee is aware of that frailty in human nature, if I can 
express it that way, and I appreciate that it does’ involve 
Philosophical argument; but it also involves some practical 
realities as well, and I think they're mindful of that point you 
have raised. 
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Mr. French: At age oS; Mr. Chairman, there's no 
philosophical argument. 


Mrevpepentiley: Or when -you"re “forced ~ out. of% the, labour 
force because of whatever the situation is. 


Mr. French: Right on. 
Mr. Chairman: Those are the realities to which I referred. 


Mr. Haggerty: In the brief you submitted here today you 
support the mandatory plan across Canada. I presume that: svou renin 
the retail trades, are you? 


Mr. French: Yes. 


Mr. Haggerty: That's right. One problem I find, which has 
been brought to my attention in a number of cases, is that we have 
a number of part-time employees who can work for a retail business 
for 10, 15 and 20 years and obtain no fringe benefits and no rights 
to the long-term pension plan that is available to the full-time 
employees. I see nothing in your recommendations here that would 
include this type of employee. 


Mr. Rigney: We do refer to that. We refer to it on-- 


Mr. Bentley: Page seven. 


Mr. Rigney: Have a look here. I'm on page seven. That's 
where we raise the guestion (inaudible): "to cover all employees 
with a durable service relationship." 


Interjection: Beautrtful. 


Mromrnroney: ev esse Our terminology, or our definition--we 
didn't put our chart on the back--is that "durable" would be, in 
our particular case, using our company as an example, 2,000 hours' 
employment. 


Mr. Haggerty: That's almost a full year. 


Neve PRigney #2 ltl st “alinyeatiyt ata hyeat andw faebtale? ,eOuate 
frankly, though, it would have to be mandated. 


Mr. Haggerty: I can recall another private pension plan, 
and not from the industrial sector. I know of ‘one’ particular” one 
that has 500 hours a year and you're consider a full-time employee 
and your pension will be credited for 500 hours. Now, 2,000 is 
almost a year. 


Mr. Rigney: Yes, a year and a half on average. 


Interjection. 


MieseRigney:° well; I think we have to 100k at this**ra 
little more realistically, though. I would: =say ethat) first tof att 
yOur== 
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Interjection. 


Mr.) Rigney: ,With- tall. due )respect,., Ij think "Youcrestasl1cces 
bit behind the times in understanding the benefits and policy 
approach to part-time employees. Part-time employees today enjoy a 
lot of the benefits. I would have to say in fairness, though, that 
probably no contingents or casual employees have a pension plan in 
the retail area. But part-time employees, those who work half time, 
are entitled to the same benefits as full-time employees in the 
pension area. But that is not the majority of people whom you're 
speaking of. 


Bite Haggerty: I would suggest that the Employment 
Standards Act would have to be amended to include something on the 
pensions here, at least the part-time employees, because there's 
very little protection there under the Employment Standards Act as 
it. relates sto). pensions»,.or. others .benckitae. » tv.Scu. ane waltea » the 
committee should not overlook, I think. 


Mr. Rigney: You know, as we indicated at the beginning, 
we are not here on behalf of Simpsons-Sears. But we certainly see 
the time; in fact, we both personally feel very strongly that we 
see the time when there will be a pension plan for part-time 
people. We see that as one of the inevitable things that will 
happen. There's an attendant cost to it, a pretty substantial cost 
to it in «the case, of: -ourj,company,) candel thinks it*"sicagain wonenice 
those costs that will have. to be looked it in conjunction with 
whatever changes are made to pensions in general. But I see that as 
being one of the offshoots. 


I have to say that I believe our position will not have a lot 
of support among a lot of retailers, but then we believe very 
strongly that this group should have this provision made for it. 
But I'm telling you now it will have to be mandated, because they 
will not accept it on the basis of having to participate in a 
payment towards it. It would have to be a condition of employment 
for that group of people. 


There's another large retailer in Canada that has an optional 
pension plan for its part-time employees, and less than three per 
cent of the people: havelejoined its elethink»<that“si-a, Significant 
figure to understand. You have to understand why people work part 
time. It's not to have a lot of deductions; it's for income to 
Support a style or family situation. In our particular industry we 
have a lot of single parents and single people whose last thought 
is worrying about their pensions. 


I asked Dave again today before we came out, "Dave, is it 
fair to say that if we were to put our pension plan to a vote 
across Canada today it would be voted in?" His assessment is the 
Same aS mine: that it would not be voted in. So I think we have got 
to keep in perspective the people we have to deal with when you're 
deciding what kind of legislation you're going to impose in the 
pension area. Again, the person who sells your program is the 
companies. We are the ones who have to deal with the employees and 
tell them it's just another-- 


I have enough trouble right now telling them what Mr. 
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MacEachen did to them on their health care plan. You should see the 
Socing out otiat Ss going=on. Holy God, I-carn’ t believe: it. We “have 
had in excess of 2,000 people indicate they want to opt out of our 
health care plan because they don't want to pay any tax towards it. 
‘It was fine when it was free, because their commitment only 
occurred when they had an illness and they had to pay a bill. They 
‘had to pay 20 per cent. 

| But now, all of a sudden, when you're going to get charged a 
taxable benefit based on not having had any cause to have the plan 
[that year they don''t’ ‘want’ it.© And I think we have to» be: equally 
careful when we move into other benefit areas such as pensions that 
we don't kill the golden goose as far as that group of employees is 
‘concerned, because I'll tell you, their real concern is net income, 
not another seven or eight or nine per cent being deducted from 
‘their paycheque for another series of benefits. They really don't 
“perceive themselves as being there to age 65 to-- 


Mr. Cureatz: Just as an aside, are they going to pick up 
the Ontario health insurance plan program on their own, do you 
-know--the health plan program if they are opting out? 


Mrsu Rigney:, Well, fiirstt: ofp eallljeiwe .always:+have -had the 
tax deduction on OHIP, so that is something they have just had 
reaffirmed with them. We're now going to get, by the way, the 
government credit for all the damned payroll taxes we take off at 
the end of the year. We have always sort of lumped it together. Now 
we're going to break it out so everybody can see, because, quite 
frankly, a lot of us in management were unaware of what all comes 
out of there with the group life insurance and the OHIP and so on. 


Interjection. 


Mr. Rigney: No. That's the sad thing about this opting 
out, because dental plans are not available for them to go and 
join. They're just not available like a Blue Cross code seven plan. 
They're just simply not available to the general public, and the 
dental plan coverage has been one of the most popular things that 
most companies have done, including ourselves. 


It has got to affect the health care costs Ofsthas! country »an 
the future if we all of a sudden start losing that benefit, because 
the bottom line is that companies have to get out of tL eAriceet 
believe that will happen in time: their health care plans will go 
by the board if this tax stays on, because the single people simply 
will not pay it; single parents simply cannot afford to°*pay* that as 
an additional withholding tax. 


Mr. Brandt: What is your company's definition Oba 
part-time employee for purposes of-- 


Mr. Rigney: We have three categories of employees: We 
have full-time employees working 37 and a half hours a week, 
committed to a 52-week-a-year commitment to us; regular part-time 
people are committed to no fewer than 25 hours a week, up to 37 and 
a -ahabeer hour's; and then our  contingents--we use the term 
"contingents" or "“casuals"--are those employees who work less than 
18 hours an week on average, probably around 14 hours a week. 
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Mr. «Brandt: Aré,»:the ifirstrotwo,. categories. required s)s.oe 
enrol in your pension? 


Mr. Rigney: They are required to enrol in all benefits. 


Mr. Brandt: You made a comment earlier with respect to 
the statistics on coverage, and your comment was--if 1 can 
paraphrase 2G accurately--that the statistics are somewhat — 
misleading, and I gathered from your remarks that there were more 
people covered than may at first appear to be the case. I wonder if 
you. could elaborate -asidittle »bitieonm that.eyvThesygroup fyoutse 
addressing your remarks to is probably one of the ones that 
concerns this committee the most in that we're attempting to find a 
mechanism or a way in which we can cover those people who have 
inadequate pensions, and obviously those who are not covered are 
the ones we're concentrating our attention on in great measure. But 
could you perhaps elaborate on what you meant by that comment? You 
did say that, I believe. 


4 eis 
Mr. Chairman: Mr. French said that. 
Mr. Rigney: It was Mr. French. 


Mr. French: Mr. Chairman, snow’ ‘that. I'm. being’ “asked.” fog 
Statistics I rather regret the comment. However, I think that 
earlier comment and the discussion that has been going on now about 
part time and now a definition of part time as a common link, what 
just came out in the last discussion with Ross is that really the 
Critical thing in pension generation is not part time or full time; 
it's this concept that he has of durable service relationship. Now, 
in retail we happen to use ae significant number of casual 
employees, some of whom are more casual than others in their 
attachment. 


The people who work very spasmodically are not covered by our 
benefits, and, I believe, are unlikely to be coverable. I just 
don't think you can reach them, and that is one of the groups who 
work very spasmodically. The group who is unemployed and the group 
who have chosen not to work, Is*:think:o ‘the Sgroup s¥whor Fare 
professionally employed or self-employed--these people, E 
understand, are regarded as uncovered by registered pension plans. 


Consider two things. First of all, those who have a low 
attachment to the labour force tend to have low earnings, and this 
group is more than adequately covered by the present old-age 
security, the Canada pension plan, from such earnings as they have 
had, guaranteed income supplement and the guaranteed annual income 
system. The low-income people in Canada presently have adequate 
protection, I believe you will find. The second group who are shown 
as not being covered are the professional people, who are arranging 
their own coverage. 


Mr. Chairman, that's a very inadequate reply. There are 
statistics to support this, and I would be happy to submit them to 
the committee if you wish. 


af 


Mrs Chairman: I° think ‘that might -be helpful, Mr. French: 
We've already asked Treasury to give us what they can in this 
regard, too, because I suspect that, while the problem of coverage 
has been a very important one and there has been a lot of focus on 
Pep matcurigures like [.5.mitiiaon of the work Eorce are not covered 
by pensions, nevertheless I suspect that it may not be as Cricicae 
a problem as it might at first blush appear to be. If that's so 
then we may have to be careful that we don't go overboard in 
addressing a problem that maybe isn't as significant as one thinks 
it is and therefore maybe distort the type of action that we should 
be (taking. “That's just a feeling without the benefit of any 
actuarial findings or professional experience. 


Mr. French: I believe, Mr. Chairman, that feeling can be 
backed up, that the lack of coverage is not as severe as by 
appears. I'm sorry that I don't have the figures at my fingertips. 


Mr. Chairman: We would appreciate that additional-- 


Mr.  Rigney: Mr. Chairman, I think @etnere ss. Fae “furtiver 
definition of people that might be interesting. We talked of 
regular full-time, part-time and contingent, but really within that 
contingent group there are three kinds of groups of employed. About 
a third of our contingents are of a longer duration; they have got 
more than 2,000 hours. They're the ones who have got the three, 
four, five, 10, 15 years' service with us. That group, after 2,000 
hours, do get involved in other benefits, but not pension benefits. 
That is the group that really, if we were to introduce a pension 
Mean Lore our part-time» people, “we would attempt to capture and make 
sure that they were part of the program. Their indication to us is 
that they're not interested, but it might very well be that they 
should be involved in a pension program. 


The second group is students. I think you would agree that 
about a third of our casuals are students across Canada and they 
are just not interested in pension plans and probably shouldn't be 
at that point. They are attending school or high school and their 
interest is money and football games on Friday nights when you 
can't get them in. 


The other third is that other group where there is an awful 
big turnover. The turnover is about 80 to 90 per cent in a year. 
These are people who come and work eight, 10, LQ 4" hours: cand 
decide they don't like our business, the retail business, or things 
change so there is no reason for them to work or we are really a 
second or third job that they might have and finally we are the one 
they drop. They probably average four to eight hours a-week. So 
that group really isn't interested either. 


Really the one group we would really Pikes sto get to-1Ts tie 
group to which we now offer a group RPP, an RSP, an RRSP and an 
RPP. A number of them have taken that. They buy them because their 
spouses are already registered in pension plans where they work. We 
also have a plan for sharing profits. They could participate in 
that plan on the same basis as a full-time employee because it is 
salary related, and they get group life insurance coverage. 


So the retail business has changed. There are benefits 
available to these people but, again, the types of benefits that 
are taken are either ones that still will put money in their pocket 
right away, such as the plan for sharing profits, where they can 
see a guick return and where it doesn't cost them any money. But 
our experience is that when it is a contributory plan, one where 
they share the cost, there is a reluctance to Share that cost. 
David may disagree, but I believe if we were to introduce a pension 
plan tomorrow for our part-time people, even a simple money 
purchase plan, because we have a defined benefit plan, we would 
have a very heavy turndown in excess of probably 75_to* §0,per cent. 


Mr. Brandt: I would like to have a supplementary question 
on that same area of concern. We have looked as a committee at 
trying, to..come to-.grips..with,. the. question of defining what a 
part-time employee really is, or an employee who is probably unique 
to the retail trade more so than other industries, the permanent 
part-time employee, for the purposes of looking at possible 
legislation mandating the requirement for a pension at a particular 
breakoff point for both the employer and the employee. 


Do you have any thoughts as to where that particular line 
should be drawn? Perhaps by way of giving a little quick preamble 
to the question, I think you said 25 hours was one cuto£t poing 
that you used. I believe in an earlier submission in the fall, we 
had another retailer tell us that they had a 20-hour cutoff point. 


We look at the McDonald's operations, fast-food operations 
and other types of businesses, where they perhaps have employees 
who working anything up to 20 hours in many instances at minimum 
wage and in all probability would not be interested in a pension 
because of the age group of the employees generally but where there 
could be a grey area where government should be at least looking at 
the possibilities of requiring some pension program. 


The concerns that we have--at least myself and some of the 
other members of the committee have expressed this--is that 
wherever we draw the line, it would be quite simple for an 
employer--by way of simply avoiding or evading the legislation Lae 
we drew the line at 20 hours--to simply hire an employee up to 18 
or 19 hours and to simply set some new rules in the operation in 
order to escape the requirements for pension purposes. 


You are probably closer to this than anyone on our committee, 
and as close to it as anyone we will have appearing before us, and 
I wonder if you have any thoughts with respect to that permanent 
part-time category and how we might address that. There is a grey 
area there where I think some of those people should be covered in 
some instances, but we don't want to do it in a dictatorial fashion 
on the part of government where it is not workable or will not be 
effective in helping the very group we are trying to provide some 
assistance for. 


4:10 p.m. 


Mr... Rigney:./1, think, ab sone. Limeawe could easily say we 
had a 20-hour contingent employee rating. We had a 37-and-a-half- 
hour week and our breaking point, frankly, although the federal 
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government does not take credit for it, the Unemployment Insurance 
Act gives us our breaking point, and that is, they require that if 
an employee workS more than two thirds of a work week, he then 
becomes eligible for the sick pay plan. 


So if you have a registered wage loss replacement plan with 
the federal government, and you have a sick pay benefit in there 
that is payable if an employee exceeds the two thirds of that work 
week, theoretically, by that legislation, they become a full-time 
employee. That is now our cutoff point. For two thirds of the work 
meek, “Or *Z5 Tout* off 37?’and Ya half. hours, "they areoj’classed as a 
regular part-time and/or regular full-time employee. 


Before I come back and say how I think we can do it, when the 
government moved the UIC requirement on January 1, 1980, from the 
20-hour week attachment down to 15 hours--in other words, if 
employees worked 20 hours or less a week there was no unemployment 
insurance deduction for them, nor one for the employer--the 
government, looking for more revenue, in spite of what its argument 
was, changed it down to 15 hours and there was a hue and cry saying 
employers would then try to work employees less than 15 hours and 
it was going to affect hours. 


I would like to assure you we are not that sophisticated to 
be able to control that. Maybe you can do that in a small family 
business. You cannot do it when you run a national company, because 
your needs vary so much from day to day and week to week that you 
just have not got the time to worry about whether a person is in 
for 15 hours or 18 hours or 20 hours. All you are worrying about is 
that you do not exceed whatever that two thirds work week is 
because of this other mandatory requirement and we get it punched 
out two weeks late in the computer and it says somebody went over 
those hours. The bottom line is that our cutoff, as a result, is 
based on the two thirds work week, as defined by the Unemployment 
Insurance Act. 


I think you have difficulty. You have addressed a very good 
question which we have never had any in-house debate on. Some 
retailers look at it on the basis of the minimum number of hours 
worked in a year as being the criterion as to whether or not in 
that year you are a full-time or a part-time employee. In our 
particular case we have not taken that stand. We have said once you 
achieve that test of 2,000 hours, from that point on everything you 
do earns benefits based on whatever the salary is. We have not said 
that you have to requalify every year to make sure you are meeting 
that time frame or those number of hours. 


Whether or not you can mandate that an employer must provide 
a pension benefit based on anything less than a part-time employee, 
or let us say 20 hours a week, I think because of the attached 
costs, companies might become more sophisticated at being able to 
determine whether or not a person has worked 20 hours. 


Mr. Brandt: My guess is that in some instances, perhaps 
for no other reason than survival, which is a pretty good reason, 
they may well do that. In other instances, the profit motive alone 
would, I think in some cases, direct a company to simply hire one 
or two more employees, spread the hours, reduce the total number of 
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hours to the complement of employees, and therefore avoid paying 
any form of pension. 


For that reason, looking at it as someone who has been bnothe 
business, I have some concern about coverage for those employees, 
and yet I recognize there are various mechanisms that could be used 
to simply get around whatever, with the best of intentions, we may 
decide to do here for a group that is basically not covered, 
although in some instances should be covered. 


Mr. Rigney: I am sorry that we haven't really given this 
a lot of thought, and I am being a little reactive now. There 
should be no misconception by your committee, or by any other 
committee across this country, part-time employees in our kind. og 
industry are not asking for pension plans. There should be no doubt 
about that. In spite of what you think you have heard, let me tell 
you aS a person who goes out and visite units, frtroldes stars 
conferences, we have covered 55,000 employees in a morale survey in 
the past three years, that morale survey did. ‘not . have any 
indication from our contingent employees that they want pensions. 
What they want is more hours of work. 


Mr. Cureatz: Was there a question on it? 


Mr. Rigney: Yes, there is. As a matter of, -Lact; §iteaenefers 
to a number. The dental plan is ahead of anything like a pension, 
they would like to get in on our dental plan. 


Mr. Brandt: In fairness, none of those people are 65. 


Mr. Rigney: Exactly. 


Mr. Brandt: That is where we have the problem with them. 


Mr. Rigney: That is why I suggest to you we believe that 
for at least a group of our contingent employees there should be a 
pension plan but we would have to mandate it to put it in. We would 
have to make that a condition of employment, that they must be a 
member of that plan or they are not going to get the participation. 
We know that. 


On the other hand, we should also recognize what’ the 
employees are also telling us as to what their wishes are. Their 
wishes are not for a pension plan, and I think part of it is due to 
the fact that their spouses are probably registered in one. I think 
it would be fair to say our average contingent is 38 to 45 years of 
age, in that area, where they are still not really uptight about 
their retirement and so on. 


I do not think I have given you an answer but I think you are 
making sure that you do not move too hastily in this area. I think 
the negative, the downside that you have got going for you, is that 
we are being told by the federal government that it has a surprise 
for us and some marvellous ideas. We are being told by your 
government that you have got some changes coming up. I can tell you 
that when it is on the back burner it will be the part-time people, 
no matter how serious David and I might be, and other people and 
other companies might be, in believing that that group of people 
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should be covered as well. Again, it is how much money and how much 
is available. 


I personally believe there should be pensions for that group 
Be Seopa; bute.lo think@it sis goingsto. have. to beisvery”“ carefully 
Ehought, out? how we do! iti and,-‘frankly,) I “think it 1s%going to have 
to be mandated. 


Mr. Brandt: I appreciate your saying that. You have not 
helped me yet in attempting to determine how we are going to do it. 


Mr. Rigney: I do not think you can judge it on a weekly 
basis, frankly. I think it has got to be yearly and I think maybe 
you have to thoroughly test whether it be 500 hours or 2,000 hours. 
I think you should do it by consultation rather than tell us after 
the fact. I am glad that you consulted with me, for a change, in 
advance of something. I wish some other areas of the Ministry of 
Labour would be the same way. 


I think it is very important that there is this consultation 
process because other benefits become affected and I think it would 
be better for us to have a regular means; the group life becomes 
affected at 500 hours, if that is what it should be, and then 
forget about that first, and afterwards it does not matter whether 
they work only 500 hours the following year, or 200 hours. 


This year coming up is going to be a tough year, so we are 
not going to be working the contingents the number of hours we were 
able to work them last year or the year before, but that should not 
penalize them if they have already got the 2,000 hours ty ek 
participating benefits. They should be allowed to retain those, 
again being salary-related. 


I do not think you want to get locked in, frankly, on a 
biweekly or weekly decision as to whether that person should have a 
deduction for a pension. I think it should be a minimum test and 
from that point on they are in the plan. 


Mr. Brandt: Mr. Chairman, I cannot let this opportunity 
to go by, as the parliamentary assistant to the Minister of Labour 
(Mr. Elgie). Any time we do have a problem with respect to labour 
Matters, our door is always open. 


Mr. Rigney: That is good to know. 


Mr. Chairman: And the next time you come he will tell you 
that they will listen to you. 


Mr.* Prench: Mr. Chairman, if I)! couldisjust add to that; 1 
wish we could get rid of a number of phrases in the English 
language, including part-time or casual as opposed to full-time, 
because I think they are emotional and largely irrelevant. I think 
the key to determining whether or not a _ person should be 
contributing, or indeed is interested in contributing, to a pension 
accumulation is the durability of the attachment. 


4:20 p.m. 


There are two ingredients in that. One is the number of hours 
worked in a period; and the period of convenience is a week. 
Somebody who works four hours a week, no matter how regularly, 
really does not have a serious commitment to his or her job, and 
through acceptance of that level of earnings is indicating a pretty 
low income need. So, probably their retirement provision is 
elsewhere. I would suggest in your consultation with others, if 
this is a new subject, 20 to 25 hours is not a bad weekly minimum 
to be looking at. 


The other component of this durability of relationship is a 
minimum number of weeks worked in a year. I have in mind as a 
starting point for discussion, 1,000 hours worked in probably a 
year; I would have to define this. In other words, we are looking 
at somebody who has worked steadily 20 hours a week, or maybe 
somebody who has worked six months at full time. Given that minimum 
weekly number of hours, given the attainment of that block of 
hours, then the employer should be required to open up eligibility, 
for purposes of this discussion, to pension participation. 


I do not claim any originality of authorship there. I think 
if you look at American legislation, as I am sure Wells is aware, 
there is some interesting work already in force there. 


Mr.. WCharrman:aoThank® Yyotwno! Did sxyausewrshpf agent lemenjee:to 
carry on? I know we have touched on a number of matters in 
anticipation of what you might have had to say, but are there are 
some parts of the remaining brief that you wish to deal with? 


Mr. Rigney: I do not think so, Mr. Chairman. Our approach 
waS we would talk on the three or four areas that really concern us 
and if anyone wanted to refer to the other areas, we were prepared 
to accommodate them. 


Mr. Chairman: I think we have had a pretty good 
discussion. 


Mr. Rigney: I have to say I thought 10 minutes should do 
it, but I am glad to know that once we warm up, it is easier to 
talk to one another. 


Mr. Chairman: Thank you very much. We appreciate your 
taking the time to come before us today. We will look forward to 
that additional information you have undertaken to furnish. 


Mr. Williams: Before we adjourn, I would like to say we 
were given a formal schedule for the remaining period of time the 
committee was to sit. Has this agenda now been formalized? Is this 
firm? I notice we are going into three weeks of pretty heavy 
hearings--Monday through Friday for the last two weeks, and Tuesday 
through Friday of next week. Have these various time slots for 
deputations and for deliberation on the report been firmed up? What 
is the situation? 


Mr. Chairman: The agenda is flexible in that there are 
some changes that we could discuss now, if you have the final 
revision, dated January 11, in front of you. Mr. White, perhaps you 
could review those with the members. 


oa 


Clerk of the Committee: The principal changes to the 
schedule, which was revised January 11, are that the open space on 


Thursday, January 21, has been filled by the Council on Ageing of 
Ottawa-Carleton-- 


Mevecualtrman: Toat Ss at 3:15? 
Clerk of the Committee: Correct. 


OneeMonday, wJanuary. 25, <théel lae15° slot twillsibe «the GRetarl 
Council of Canada. Those are the only changes. I will have printed 
a revised schedule for Tuesday. 


You will recall that we had tentatively scheduled submissions 
On the January 27 and 28. I have rescheduled all those into the 
earlier days as was requested. On page four of the schedule, where 
it shows all the days from January 27 on as "deliberations report," 
this is simply guesswork on my part; of course, the committee will 
make that decision. 


Mie Cnaatinan: Ilf- Ismay” )jast.-commenteset = -this «time, if *am 
hoping to touch base with Madame Monigue Bégin in the morning. 


Interjection. 


Mra Chuarcinan: 9") cant “assure iyou, Sir.) (Haggerty, Jit *is = not 
for lack of attempt on my part. If you have any special influence 
in the Ottawa scene, I wish you would prompt a better line of 
communication. 


Mr. Haggerty: I refer to Al McBain. 


Mr. Chairman: In any event, I waS promised permission to 
Speak by telephone tomorrow morning at some time. I have been very 
patient. I am hoping that as a result of that conversation, we can 
dialogue directly with the Ottawa people in regard to the Canada 
pension plan and I would like to do that both on a technical level 
anomOn ae DOlLitacal bevel. After tall;etethinks Piers something ofthat 
is of importance to the federal people as well as to this province. 


So that could make the days of Wednesday and possibly 
Thursday or Friday something different to merely deliberations on 
Ehereport'. Ie yust want to alert you to that.’ would rather get’ ‘a 
few people to come here than for the committee to have to travel to 
Ottawa, for reasons of time, convenience and cost. However, if 
there isn't an option, and I think it is probably important enough 
to us to talk with them, then we will have to board an aircraft and 
GOeco)Otcawa for a day or (So. 


Mr. Williams: Do you feel, Mr. Chairman, that we might 
have to revert to the original schedule in so far as deliberation 
on the report is concerned, to the last week of the time frame that 
we had? 


Mr. Chairman: I expect that for drafting recommendations, 
or at least something that would form the basis of discussion for 
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draft recommendations, we would not be ready until Monday, February 
Bs 


Mr. Williams: You feel that by Tuesday we should be able 
to firm that up and get the committee to agree to any change in our 
schedule. 


Mr. Chairman: Yes. 


Mr. Williams: The weeks ahead of’ us are full. I think weg 
should know where we are going and what time we will have available 
to deliberate on tne report itself. 


I think if we can get to Ottawa, that will be a real coup--ale 
hough, as you say, it would be nice if they could come here. However, 
it would be worth condensing seven days' deliberations into five in 
order to get in a couple of days to meet with the federal people tod 
iscuss the all-important topic of what they are doing there. I hope w 

e can have that firmed up on Tuesday. 


Mr. Haggerty: Maybe you would “be better off if "you cam 


make an agreement with the three parties that one from each party 
goes. 


4:30 p.m. 


Mr. Chairman: This is not a .committee that has travelled 
anywhere. We have been very parsimonious about everything but our 
time. It is not a long journey. We could even do it, I suppose, by 
bus or train. There are other means, depending on weather and 
convenience. 


It is just that I think with this particular subject mattem 
and making recommendations in connection with the Canada pension 
plan, as much as I am reluctant to venture to Ottawa, nevertheless 
it may be something that we should do in order to complete our 
work. I say that somewhat reluctantly because my ambition is not to 
travel again to Ottawa. However, I think we should discharge our 
responsibilities as fully as possible. 


Mr. Williams: I hope we can get the appropriate officials 
to come down from Ottawa, Mr. Chairman. 


If no other groups or organizations have come on the scene 
Since this agenda was drawn up, there would be no further need for 
days for other than the Ottawa business. 


Mr. | ‘Chadrmanz:afaatewsweorrece. 


The committee adjourned at 4:32 p.m. 
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CANADIAN PENSION CONFERENCE 


The committee met at 10:13 a.m. in room No. 151. 


Mr. Chairman: Gentlemen, we are fortunate this morning in 
having with us the Canadian Pension Conference, as represented by a 
number of persons covering a broad spectrum of society: Ian H. D. 
Bovey, president-elect, the Sobeco group, senior associate; William 
ie Kennedy, past president, Union Carbide Canada, manager, 
compensation; Geoffrey Horrocks, chairman, government’ industry 
relations committee; W. F. Morneau, director and senior 
vice-president, pension and actuarial services; Robert Baldwin, 
Chairman, union relations committee, Canadian Labour Congress, 
national representative; Brian H. Cope, chairman, Ontario region, 
Imperial Life Assurance Company, manager, pension investments; and 
John W. S. Arthur, president, the Canadian Pension Conference, from 
the Prudential Insurance Company of America, vice-president, group 
development. 


I understand these gentlemen would like to review with us 
some of their observations, especially as they relate to our 
interim report. Are you the spokesman, Mr. Arthur? If you are the 
one to lead off, then we are in your hands. 


Mrs Arthur: Mr. Chairman, you did save me the trouble of 
introducing our members, but for those who don't know them, these 
are Messrs. Bovey, Kennedy, Horrocks, Baldwin and Cope. We welcome 
this opportunity to appear before the Ontario Legislative Assembly 
select committee on pensions. We think it is an_ excellent 
opportunity to give you the opinions of a very diverse group. AS a 
matter of fact, our opinions are as diverse as our membership. 


As of December 31, we had 1,210 members. I do hope you have 
our directory. We left it with you. Mr. Taylor has it in front of 
him. So you can get some idea of the diversity of our membership. 
As I indicated in my letter to Dr. White and to Mr. Taylor, what we 
would like to do is comment first, if it is your pleasure, on your 
18 recommendations, and then leave ourselves open to questions from 
you. 


Before I start, I do want to commend the committee. I thought 
it was an excellent report. It was easy reading. Having sat in as a 
listener to some of your previous meetings before the new year, I 
was extremely impressed with the rapidity with which you people 
grasped a knowledge of pensions. I realize you have Mr. Bentley up 
there. 


ME Seni eynw sri Pam Ad sees as (member Pb ofe fehe! *Ccepp y John. 6 “You 
have togtelio them that: 
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Mr. ALLHUY . I will Start CLG by talking about 
recommendations numbers one and two. We generally agree with both 
those recommendations and, guite frankly, we are surprised that the 
federal government has not increased the guaranteed income 
supplement benefit for single persons to 60 per cent of the amount 
a married couple receives. The GIS benefit has been moderately 
increased as of January 1 ofrom $202.94, to $228463 assmonth Cor se 
Single person and to $352.54 for a couple. 


I am not sure that everybody is aware that you do not 
automatically double the GIS benefit as you do the old age 
Supplement benefit. Both of those benefits, Cfo course; are 
income-related. Furthermore, we recommend that the Ontario 
government proceed immediately to increase the guaranteed annual 
income system, which is still at $48.88 for a single person and 
$147.46 Corsascouple, 


Incidentally, there are some amongst our members who support 
the Board of Trade of Metropolitan Toronto submission to the 
Canadian Pension Conference whereby they suggested and recommended 
that the OAS and GIS be combined, then grossed up 150 per cent and 
then taxed so that it would provide a more eguitable benefit for 
those in need. 


As for recommendation number three, I personally agree with 
this recommendation. The report of the Royal Commission on the 
Status of Pensions in Ontario covers this subject in great detail 
in volume five and I don't propose to\ go into tha. It 4s also, Ge 
the summary of recommendations 24 to 39. 


I.\ agree, with, the.» funding. Japproacn,, which” 2S ).0n = the 
pay-as-you-go basis with a contingency fund. I would like to 
emphasise that in the actuarial report number six of the CPP at 
December 31, 1977, based on a no-change in current benefits, that 
is, as the benefits are at present, the payroll tax rates will rise 
from 3.6 to 4.8 per cent in the year 2000 and to 10.10 per cent 
the ‘yeare.2035 and »theacPrc “fund- wille ber at. 7634.72 billion. hove 
matter of fact7rit will beimfrozen Afrom 7 l995" at. thatienoint | eeeuce 
accept this funding approach. 


Incidentally, I recommend to the committee's reading, Foreign 
Experience with Income Maintenance for the Elderly by Harry Weitz. 
This is an excellent article on social welfare plans, not only in 
Canada and the United States but in Europe. 


Mr. Chairman: «1 was indicating to the clerk that ~hes migha 
Obtain ascopysoretian. 


Mr. Arthur: Pine. I widl give him the detalls afterwards: 
It is an excellent piece of reading and a real eye-opener. Harry 
Weitz was with Labour statistics and I think is guite competent in 
his job. He is very highly regarded by the federal government. He 
is retired now. 


Philosophically, I am opposed to the expansion of the CPP for 
four very valid reasons. There are others, but the four I have in 
mind are: 
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Lsevous are transferring a cost to future generations. It is 
intergenerational, and if it is on a pay-as-you-go basis, the costs 


have got to increase as you get older, because of the population 
bulge, and we will have a problem. 


2. The investment capital will be lost to the provinces. To 
increase CPP to 45 per cent of earnings up to one and a half times 
the average industrial wage (AIW), one of the Lazar options would 
displace $10 billion, according to the report from the private 
sector. The country, in my opinion, needs capital investment for 
energy, transportation, housing, industrial development. I would 
also be quite concerned that the provinces would exercise more 
direction over private companies, such as Quebec over Dominion 
Bridge, who now has bought through its Subsidiary a controlling 
interest. 


3. Expansion of the CPP is upside-down welfare. If you expand 
the CPP, those who are going to get the most out of it will be the 
Ones who are making the most money. 


4. The rapid exansion of CPP contributions would have to be 
increased during a time of high unemployment, expected higher 
taxes, or other measures to reduce the budget deficit, oil, and 
price increases. 


I would like to ask Mr. Baldwin to respond to my comments. 
This is his opportunity. 


Os 202 alms 


Mr. Baldwin: I think John would like to expose you to the 
diversity of our views right off the bat. I must say I did not come 
prepared to hear that kind of commentary on the Canada pension 
plan. However, let me comment on your first three recommendations. 
iewante Comindicate: sat thehvoutseterthat, “idkemvohny;wilie certainly 
endorse the general thrust of them, which is that there is a need 
to increase the minimum income guaranteed to the single elderly; 
that the minimum income guaranteed to a single should be at least 
60 per cent of the minimum income guaranteed to couples; and, 
finally, that the guaranteed income supplement is a preferable way 
of delivering income-tested benefits than the guaranteed annual 
income system. All of these, I see, as the main thrust of your 
recommendations and I support those. 


Incidentally, I am especially pleased to see the implied 
preference for GIS as opposed to Gains, first, because the labour 
movement has always been very anxious to see the national programs 
develop in the pension area because we believe that it facilitates 
mobility both before and after retirement which is important to us. 
It also gets us away from the problem that where you have a person 
who is eligible for both GIS and Gains, the effective rate of 
taxation on his income is at least 100 per cent. In an era when we 
are reducing the highest marginal tax rates under the personal 
income tax, it is appropriate that we try to avoid 100 per cent 
rates of taxation for low-income elderly. All that is to the good 
as far as I am concerned. 
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I will raise several reservations. As I read recommendations 
One and two, they seem to envisage a seguence of events that would 
involve an increase in Gains that may be offset by an increase in 
GIS at some future date, which may, in turn, be offset or reduced 
somewhat by an increase in old age supplement benefits, which is a 
guestion the committee is still dealing with, as I understand it. 
In looking at that possible sequence of events, one of the things 
that crosses my mind almost immediately is that once the GIS and 
Gains benefits are increased, there will be a heavy political price 
to pay in trying to go through the exercise of offsetting those 
benefit increases through increases in GIS which would reduce Gains 
Or an increase in OAS that would reduce the GIS. 


So to some degree, I felt the committee might have been a 
little better served had they waited to make the recommendation 
until they worked out the final position they wanted to take with 
regard to OAS in particular. What would follow from that would be 
the necessary decisions with regard to GIS and Gains. 


Regarding the choice between OAS and Gains, which I gather is 
Still an open guestion for the committee, I would just offer some 
observations. One of them is that while GIS has the obvious 
advantage that if your expenditure budget is fixed, GIS will 
deliver more benefits to those in need than will OAS, I think that 
that advantage of GIS has to be assessed against what I see are two 
drawbacks to it. One is that OAS has an important role to play in 
the income-replacement system. If you devote all of your resources. 
to GIS, you are not only reducing OAS's role in providing a minimum 
Standard of living for the elderly, you are reducing the role that 
OAS is capable of playing in providing income replacement to the 
elderly. That is very important because the value of OAS in 
relation to the average industrial wage has already declined over 
the last half-dozen years or so from ‘20 per cent» to 14 per cent. 
With no further increases in OAS, that tendency for it to play a 
smaller and smaller role in income replacement will be perpetuated. 


The more important concern I have about placing all the 
resources in GIS is that it does reduce the value of CPP in private 
retirement income by 50 cents on the dollar. It also reduces the 
chances that a worker with only OAS and CPP will have a retirement 
income that moves him beyond the range where GIS is still payable. 
In other words, the higher the maximum GIS benefit is, the broader 
is the range of retirement earnings where you will find a worker 
Still having to draw on the income-tested part of the pension 
system. 


It is terribly important to us that workers, when they retire 
after an adult life in the labour force, be able to get along on 
OAS, CPP and any private retirement income if they have it and not 
have to rely on the income-tested part of the system. I might add, 
incidentally, that that was one of the few areas of consensus at 
the national pension conference. There was, first, universal 
agreement that someone coming out of the labour force after a full, 
adult life of work ought not to have to rely on income-tested 
benefits in order to get along in retirement. With GIS, we have the 
problem that every one dollar increase in the maximum GIS increases 
the range of income over which you will be paying GIS by two 
dollars because of the tax-back rate. 


_ 
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I nave two other guick things regarding recommendations one 
and two. First, I would invite--indeed urge--the committee to look 
at the availability of OAS and GIS benefits to adult immigrants to 
Canada. I raise this point in relation to the amendments that were 
made to the residents' reguirements for OAS in 1978. We have ended 
up with some kinks in our system as it relates to adult immigrants, 
which I would invite the committee to look at, and maybe if there 
are any guestions, if you want we can come back to that. 


Finally, as far as the minimum income guarantee for couples 
is concerned, I know from my own work during the summer that the 
minimum income guaranteed through OAS and GIS alone--now I am 
ignoring Gains here--for a couple was not capable of bringing the 
couple above the Statistics Canada poverty line for the largest 
cities in Canada. In light of that, you may want to review your 
position, which is that couples are adeguately looked after with 
regard to minimum income provision. 


Regarding your third recommendation, which concerns the 
Canada pension plan, that recommendation deals only with funding. I 
endorse your recommendation as a long-term, guiding principle for 
CPP financing. In other words, I think the basic pay-as-you-go 
plan, with the reserve at least equal to two years benefit 
payments, is one that I have no difficulty supporting. Indeed, it 
is the position of the Canadian Labour Congress as well. However, 
there are a couple of guestions you might ask yourself about how we 
might move from the current situation to a situation in which that 
principle was being realized in practice. 


What I have in mind here is two things. First of all, the 
current savings that have accumulated under the plan substantially 
exceed your two-year benefit level rule. In other words, the 
Savings under the plan are now approximately to eight to nine years 
benefits under the CPP. That does give rise to the question right 
off the bat, how does this committee want the CPP to move from its 
Current situation to one where it simply meets the principle of a 
reserve equal to two years annual benefit payments? 


There is yet another reason for asking yourself how you want 
to apply that rule in the immediate future. We know with some 
certainty that there will be required contribution rate increases 
in the Canada pension plan if it operates on a pay-as-you-go basis. 
We know with some certainty what those increases will be for the 
next 20 years, but with a great deal of uncertainty what they will 
be beyond the year 2000. 


Because of this, it might be desirable, in so far as we know 
with certainty that we have to increase the pay-as-you-go 
contribution rate, to phase in increased Gonctributyons’ on" a 
continuous basis over time, rather than get into a situation where 
you have fairly abrupt increases somewhere down the road because 
you have not been increasing the contribution rate continuously 
through time. If you want to phase in contribution rate increases 
over lengthy periods of time, it seems likely to me that you will 
face situations where the CPP reserve is substantially in excess of 
the two-year rule which you have suggested. I think that you should 
think about the desirability or undesirability of accumulating a 
reserve with the idea in mind that you want to avoid an abrupt 
increase in the contribution rate later. 
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All that is simply with regard to the recommendation. There 
were two items .in the text which I want to comment on. In some 
ways, I think they may be viewed as a rejoinder to what John Arthur 
said. As you know, of course, I personally and the Canadian Labour 
ofCongress, as an sinstitution, .are,calling for .adramaticeuncrease 
in CPP benefits. There are two things in the text I want to respond 
tos) One» is. that. .the a-text..states.iwith _quite. « aschighkhdegrec sem 
confidence what the reguired contribution rate to the CPP would be 
on a pay-as-you-go basis well into the next century. 


LO:30 -awMs 


I want to emphasize a point I made on a previous appearance 
here, which is that beyond the year 2000 there is a tremendous 
degree of uncertainty about what the age structure of the 
population will be and, as a result, what the required contribution 
rate to the Canada pension plan will be. 


In a study prepared for the Economic Council of Canada, 
Spencer, Feaver and Denton tried to project the age structure of 
the Canadian population through to the year 2051. Holding all their 
demographic assumptions except the fertility rate constant--they 
varied the fertility rate within a band which is actually narrow in 
relation to how Canadian fertility rates have fluctuated in recent 
decades--they concluded that the percentage of the population over 
65 could be as low as approximately 10 per cent, which is only 
abouts1.50 per cent higher sthan whateit, ais snow, 5Onwilt .couldssbe mae 
highdsas 25 iper .cent, which is -onlyiatovesay, that, the mange: hes 
possible age structures of the population, looking 70 years down 
the road, is terribly uncertain and we cannot say with confidence 
that it will be such and such. 


Samuel Rea from the University of Toronto took some of the 
demographic projections oof Spencer, Feaver and Denton ~ and 
Calculated the reguired pay-as-you-go CPP contribution rate, with 
the existing level of benfits under the plan through to the year 
2030, .and> concluded that the ».current.. plan. might. require @@ 
contribution rate ranging between approximately five per cent and 
10° per cent,;;»/which again. istoossay that we .cannot «say» with ),any 
degree of certainty what the reguired contribution rate for that 
plan is going to be by the year 2030. We can say with a fairly high 
degree of confidence what it will be to the year 2000. Beyond that 
point, it becomes highly uncertain. 


The other thing that is mentioned in the «text 91s > tae 
potential impact of a pay-as-you-go Canada pension plan on savings, 
investment and economic growth. Once again, I want to remind you 
that this is an area that has been subject to a great deal of 
theoretical and empirical debate for the last half dozen years or 
sO. The, tide of. evidence..in that.debate ..is..that .there .i1s.no 
demonstrable link between the operation of a pay-as-you-go public 
pension scheme and the levels of private savings out of individual 
incomes or on the level of gross savings in the society, which 


includes not only private savings but corporate and government 
Savings as well. 


I do not have references at my fingertips for the main 
evidence, but I think it is terribly important before the committee 
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becomes overwhelmed py concerns about what a pay-as-you-go pension 
plan means for savings, investment and economic growth, that this 
evidence be reviewed because I think there are a great many 
misconceptions that have been popularized in this area. 


Mr. Arthur: Mr. Bovey would like to make a comment. 


Mr. Bovey se Gin iseelisiet ine relations scomethe, question: ,of 
funding. In large measure I agree with some of the things that Bob 
is saying about phasing in higher rates of contributions. This is 
particularly true, I guess, in terms of a long-term secular trend, 
which is likely to lead to a more generous Canada pension plan over 
a period of time. 


I would like to commend to you the section in the report 
Prepared by the Canadian Institute of Actuaries which refers to the 
need, regardless of whether funding is done on a pay-as-you-go 
basis or whatever, for the government actuary at least to calculate 
On the pasis that would be applicable to private plans and to 
publish the results of these estimates so that the public is aware 
Cfeiwrat Oo thesstuss cand: itrueiecostss,, asivisy referredi> to;4in ‘the 
Canadian Institute of ActuarieS report, as compared to what the 
pay-as-you-go costs are. This, of course, is to make sure that this 
intergenerational transfer thing does not become too big a problem. 
Taistigs ab, 


MudgiArnthurcs ie awould > gust) likewpton comment: andiaput anto the 
record, Sinucwwew..of:cwhat»s Mr. Baldwin. thas said; that in the -Harry 
Weitz report on page 6, population patterns, right now today the 
percentage of people at 65 and over as a percentage of the total 
popukation ws69s Sand: by «the year 92000 vit wills be 12° per scent. You 
mentioned that figure, but you said it would vary from five to 20. 
inbithes United ptateseit. is- 0.9...) twould just’ bike, to. emphasize 
shateethews Ontario a.royal~ycommission® -also/* concusr. with. these 
statistics which are published in this. I would also like to point 
out that by the year 2000 three people in five will be receiving 
CPP benetits, which I think is something to be concerned about. 


Mew Gkennedy.:efl would; ijustesbikes to wspeak. briefly, on, the 
point that Bob Baldwin made regarding the preference for the OAS or 
consideration of the OAS as an alternative to the GIS and Gains 
improvement. My understanding is that about 50 per cent of the 
retired population now is receiving some forms of GIS or Gains and, 
depending on the particular province, the equivalent benefits that 
are available. 


Increasing the levels, of course, would increase the numbers 
that would be in receipt of these kinds of benefits. The point that 
Bob made with respect to income earned from other sources, and 
particularly retirement income being effectively taxed at 100 per 
penta wherecctthe: twomare an combination! ris. a cdisincentive; ito the 
work ethic and the savings motive that we think should be there for 
the employees and for a population generally to be planning for and 
considering for the future, rather than the attitude, FON sto wonry 
we will spend it now. The government will take care of us later 
ones 
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Certainly from an employer's perspective, the fact that many 
people are now receiving these benefits is a disincentive to either 
adding. «a> pensbon .plan,| -ifcche idoeseenct, ~abreadys have Sone aves 
improving a pension plan, or adding retiree benefit increases when, 
in effect, he realizes that a large percentage of the money he 
would pay out to the retirees with respect to these programs would 
be offset either 50 per cent or 100 per cent against the benefits 
and would be really transferring the savings to one or other of the 
government bodies rather than to the employees themselves, the 
retirees, in many cases, not being any better off than they were 
before that benefit improvement was granted. I think for that 
reason it'is important to consider’ OAS” as *an alternate ‘means’ "OF 
increasing the base, with, of course, the tax-back provisions that 
have been suggested, to remove that increased benefit on a 
graduated basis at the higher levels. 


Mr. Arthur: Mri (Chairman; ‘we. will“*move on--to tthe +otnem 
recommendations if the committee has no guestions, if that is your 
wish} sir. 


Mr. Chairman: I think maybe we should move on. 


Mr... Arthurs? We. Swill> try .-to.ymove: “ont sale Little 9 brt noms 
guickly. I would now ask Brian Cope and Ian Bovey to respond to 
four, five, six and seven. We will take them altogether. 


Mr. 7UCopes.. Mose Cchairman,.. those Prour recommendations) all 
deal primarily with vesting. There is no doubt, though all the 
issues in the pension considerations are important, that clearly 
vesting is perhaps the pivotal concern in terms of coverage and its 
connection with portability and locking in, and those members of 
the work force obviously who are covered by pension plans. What I 
would like to do is comment ‘specifically on each of ‘those* fous 
recommendations and thereby perhaps raise some guestions which the 
committee might consider further. 


Recommendation four suggested vesting after five years 
service. .or participation, in» the plan. .t .seems “to, mea that,iite ae 
very difficult to make a recommendation on this without deciding a 
philosophy of what a pension plan is. I propose for the committee's 
consideration that at the very least workers consider pensions 
deferred compensation. By that I mean that they have a right to 
something for which they are not currently being paid, and perhaps 
a large segment of the work force considers pensions an absolute 
Prghne. 


LO¢405a2mM. 


If one wadopts” that pornt "of" view, there: is mo*vargumense 
against making pensions immediately vested, locked in, and in some 
way attached to a portability scheme. Of course, the other side of 
that coin is that pensions are a reward, but I suggest to you that 
is not the concept of workers today in Canada. 


Mr. Chairman: Excuse me, nor management, as I understand 
ic, 


Mr. Cope: vYes,.. li GOncurL. 


Mr. Mackenzie: That was almost totally rejected py the 
management. It always leads me to wonder why the industry itself 
nas not moved much sooner on vesting, at least, which almost 
everybody has thought of as a problem. 


Mrs «Cope: q_inatys probably.« dees ilLead «nacely qctorstthe cnext 
point. Mr. Miller said in his speech on November 17 that whatever 
Changes were ultimately enacted with respect to pension 
legislation, the ability of employers, the ability of the economy 
SO Pavgealsctogmaver highwprhority. dis aechange scimsvesting. isasto 
occur, perhaps it would be wise to do it on a scheduled basis over 
a period of time. 


We are at a point in our evolution in our benefit system 
where we realize we have a crisis more because of the current 
elderly poor than the current working population, and perhaps we 
should» not. be«dooking. at -a- panacea in» 1982. to solve all. of; the 
problems which are now raiSing their heads. We have to look at 
costs and we have to look at a reasonable implementation period. 
There are costs to employers and employees if we have immediate 
vesting obviously. 


The concept of making vesting dependent on service or 
participation seems to me to confuse the issue. If there is a 
pension penefit and it is a result of deferred compensation, then 
obviously all plans should, under that concept, be applicable to 
all workers immediately. There should not be a waiting period. You 
Gannotecsayie service soOrikparticipationsiand widlowd plansgitothavesna 
waiting period prior to which employees should be covered. 


I notice that recommendation number four did not deal with 
the royal commission's additional recommendation that if a private 
plan existed, under certain circumstances tenure vesting would be 
allowed. We look forward to the subseguent report which I assume 
will deal with the PURS recommendation. 


Regardless of the approach which is taken to vesting 
benefits, it is rather meaningless, or will have less impact and 
value to the working population, unless the coverage is expanded. 
As we know, the vast majority of part-time workers are women. Most 
part-time workers are not allowed participation in privately 
sponsored pension plans. Therefore, the whole concept of deferred 
compensation gets twisted if pension benefits are not extended to 
those people and are not treated in the same fashion. However, 
employers obviously recognize additional costs if those workers are 
included in their plans. 


The guestion of portability is also intimately involved with 
the question of vesting. To have a vested deferred benefit sit idle 
and unprotected in terms of inflationary impact will become 
meaningless over time. As we know, employment patterns have changed 
and probably will continue to exhibit the same experience we have 
seen. 


The use of locked-in retirement savings plans is a viable 
alternative. However, your recommendation with respect to 
transterring one half of the vested benefit to a locked-in RSP, in 
my opinion, perhaps is unwarranted. I just raise the question why 
the entire benefit should not be allowed to be transferred to a 
locked-in RSP, the commuted value. 
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Recommendation number five suggested that the Pension 
Commission of Ontario review the results of the original change in 
three years with a view to moving to earlier vesting. We laud that 
suggestion. However, we would suggest you consider that if a change 
is made, it be made retroactive. It would appear to me that if your 
recommendation number four was accepted and in three years the 
pension commission reviewed it and decided vesting should be 
changed to something more quickly than after five years, there 
would be a group of employees caught in a time capsule because the 
pension commission changed the vesting rules. It would seem to me 
that retroactivity would offer some eguality here. 


Recommendation number Six dealt with the refund on 
termination of employment and provided for an assigned rate of 
return on employee contributions. This moves the concept of 4a 
pension plan into the area of a savings plan, and I think the 
implication of doing that should be recognized by the committee. 


Finally, recommendation number seven dealt with dividing the 
penefit egually between employer and employee contributions. I 
believe that is strongly supported by all workers and recognized to 
be egual by sponsors of pension plans across the country. 


Mr. © Bovey: 9iVéerys *brieflysrorptwomareas Of general concern: 
One is with respect to the whole question of administrivia that 
arises aS we move more and more towards shorter and shorter vesting 
periods. Goodness knows, in this day of the computer, it should be 
possible for it all to be handled reasonably easily; nevertheless 
there is a lot of record keeping that goes into this whole area. It 
would be my personal hope that out of all this discussion can come 
some kind of simplified system, be it a national registry or 
whatever, to facilitate the process for those employers who do not 
have the capability or do not wish to afford to contract out the 
costiof that kindof activity tThatersi‘onerareda: 


The other area of general concern is that throughout my 
reading of the select committee's recommendations I found no 
evidence relating to the differences between noncontributory and 
contributory plans. This applies not only to these recommendations 
but to a number of others. There are a very significant number of 
employees in Canada who are covered by noncontributory plans which 
range in generosity; they have the full range. 


The point I wish to raise is that to the extent that many of 
these plans are generous, the employers are already paying a larger 
Share of the freight than are those employers with contributory 
plans. Tne impact of any change is going to be exponentially more 
costly to them, and yet they are in many ways the employers who 
have been the best citizens. 


I suggest it would be worth while to take a look at the 
impact of any recommendations on two kinds of plans: those where 
the employer is footing the whole bill and those where it is a 
shared cost with the employees. To the extent it seems reasonable, 
it may be you would take a somewhat different approach with respect 
to noncontributory plans and contributory plans in terms of perhaps 
there being a longer vesting period, for example, than _ for 
contriputory > plans! *itoteréecognizeiakhatwntact.eqthatd isiotjuse ong 
example, and I think I am going to get an opportunity to talk about 
it when it comes to the guestion of excess interest also. 
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Mr. Arthur: We agree with recommendations eight, nine and 
Lip -eSUerivel= do Ss notsdpropoese: cto gon any: Se farthersathanmcthatson 
recommendation number 10, we assume you are recommending that the 
federal government change the Income Tax Act so that registered 
retirement savings plans could not be commuted. Is that correct? 


Mc. =ecnairman: Correct. 


MreeeaArtnury  Thateviss¢fine: Number  122soMr. ‘Bovey, 2 you. ihave 
Lne Lilsorhagain. 
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Mrs SBOVGY syuaThiis: /fagainw rsirasmquestionss Theres jare.sumany 
employers who now provide fairly generous post-retirement 
PUCEecraoOne-toldsurvivors cin ahthe isform Job liéescinsurance;fedeath 
benefits and so forth. Those same employers, if faced with a 
recommendation such as this would--and I think the experience in 
the United States has proven this--ultimately be led to the 
position of providing the same benefit level even on a joint 
Survivor basis, which means some additional cost. 


I only raise again the point that the employer is going to 
Eindasgt adafficultiato sexplain; why) a-benefit bevel, .should reduce, 
because presumably this recommendation would allow an actuarial 
reductiommafetthe, normals formuofs | benefit sebs:) to qbew ‘onmia sjoint 
SUUVEVOnSDaSisseethat sasvdifEicukt tossexplainwimHe wilh be».a.ed),to 
provide the original level of benefit and will, in addition, 
presumably continue to provide the group insurance, so the total 
cost--maybe the total protection post-retirement--may be more than 
is really reguired. 


I would raise another guestion. I am not too sure where this 
stands, but this is an area where it is most important that there 
be compatibility between the two government plans--Quebec and 
Canada. I am not too sure whether they are not at different levels 
at this stage. For a national employer, that kind of distinction is 
unfortunate. 


Mi went climes cl orwould:. Cust @uliikeskito gaddietotaMr a. lBoveysés 
comments that to provide a 55 per cent to 60 per cent survivor 
benefit, which frankly our company does and I highly recommend it, 
would increase the cost by about one per cent of payroll or, if you 
didanotiwantotobhavec anon increase:tinecost, ttqwould;aas Mra. Bovey 
indicated, require a reduction of about 15 per cent in benefit. 
Those are the options. Personally, I think the employees would go 
for an increase in cost. I would like to call Mr. Horrocks now to 
comment on number 13. 


Mr. Horrocks: This is the specific recommendation dealing 
witha tiantealmmabters.) Tethopel titty isuncoincidentalpethatiedt, sis 
labelled 13. I was somewhat surprised to see that the committee had 
in effect recommended no change in this matter because I was guite 
impressed “iby! -a’icouple of ~'comments® in «the “report -of the Royal 
Commission on the Status of Pensions in Ontario. It is easier for 
me to say this being one of them, but they commented they were 
concerned at the inability of the nonactuary to understand the 
actuarial report. The royal commission commented further that it 
was unlikely any improvement would come from within the actuarial 
profession. 
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In the light of those two comments, I would have expected 
your committee to have suggested a more positive approach to the 
understanding of the valuation of actuarial liabilities. I would 
not /wante youle toa gor*sorrcfar,eels tdosanot: abeli eve pumas y ito apubinem 
mortality tables and interest rates and salary scale assumptions 
within the Pension Benefits Act of Ontario, but I would suggest you 
might consider asking the Pension Commission of Ontario to issue 
guidelines respecting the valuation of liabilities in a manner very 
similar» to that which they, did on») the: (valuation «of; ,assets- sone 
years back. 


It has peen my experience that those guidelines had a very 
salutary affect on the then difficult question of the valuation of 
assets. We have at the moment a very difficult question in the 
valuation of liabilities, the difficulty “arising: from.» the: points 
brought out by the royal commission of the inability of those 
people outside our circle to get across on 24 sheets of paper what 
we are really trying to say about liabilities. 


Mr. Arthur: I now ask Mr. Kennedy to comment on 14. Brian 
Cope and Ian Bovey will also make some comments. 


Mr. Kennedy: The question of disclosure, in principle, is 
generally agreed to. At least I Support it and many of the plan 
sponsors and employers in Canada support that objective and in many 
cases have been following disclosure in general terms and in their 
own terms for a number of years in one way or another. I am also in 
strong agreement with the goal stated in the recommendation that 
there be uniformity in disclosure between provinces, because for 
national employers the problem of different treatment in different 
parts of the country is a real headache and administrative concern. 


The point just made by Geoff Horrocks with» respect) to’ the 
understanding of actuarial reports carries over into the disclosure 
reguirements area in terms of employees properly understanding what 
is reguired to be communicated through these reports. I think some 
of the reguirements that have been stated so far in provinces that 
have passed legislation may lead in some respects to more confusion 
than; charv£icatpon: forithatereacon: 


A supreme example may exist in the United States with some of 
the ERISA regulations, which are so complex and detailed that I 
defy anyone to really understand what is being communicated in some 
of those reports that are reguired to go forward to employees. I 
Suggést “thati® it’ ® bes kstructured ini cstch ta siwayetthatssitogae 
understandable and simplistic for the employee. 


The point I believe Ian made earlier can also apply here, and 
that is with respect to different requirements for different kinds 
of plans. I feel there is certainly a different employee need with 
respect to a final earnings kind of plan, a plan based on a benefit 
formula, as opposed to a money purchase type of plan, and whether 
or not the employee is contributing to the plan. The 
noncontributory plan might reguire less freguent reporting, for 
example, because the employee doesn't associate it directly with 
contributions he has made. 
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Of course, with respect to the investment vehicles used in 
tne case of the noncontributory plan, the particular investment 
vehicles are not of as great concern to the employees since the 
company has the obligation to make up any deficit as opposed to a 
situation where it is a strictly. a {money:a purchase, kind feof 
arrangement. I think it should be tailored to the particular needs 
of the plan and not be confused with great additional reguirements 
that may not be applicable to the particular situation. 


Withee nespect jto yliabilities, - lesthinisethe resist ianhgeneral 
confusion in the public in terms of funding of liabilities and a 
general feeling that every plan needs to be fully funded in order 
to be sound, whereas the accrued liability which is acceptable 
under the reguirements of the pension commission for a _ reduced 
treatment or special treatment of funding, because in effect it 
covers wind-up obligations, should be communicated and accepted as 
being a level of plan funding that is healthy. 


There is the inference that every company should be funded to 
L00ecperp centoofvsall sprojected. future sbenefits, iwhereas in. (many 
cases it is healthier for that company to invest the difference 
between those two liabilities in the productive machinery that is 
necessary to keep people employed. 


Mr. Arthur; Mr. .Kennedy.. has covered -the,..points. that .Mr. 
Cope and Mr. Bovey wanted to make, so now we will move on to Mr. 
Baldwin to comment on number 15. 


Mr. Baldwin: I have been trying to catch your attention 
with regard to 14 too. There are a couple of small points. As you 
Know, some provinces have already begun to move to conform with the 
principle that is articulated in recommendation 14. That includes 
the province of Ontario among others. We certainly endorse the 
principle articulated here. 


A small area of disagreement among those provinces that have 
already moved seems to have arisen as to whether the allocation of 
pension fund assets are part of the reasonable information that 
should be made available to employees. I would certainly like to 
bring to your attention that from our point of view the allocation 
of pension fund assets is reasonable information, and you may want 
to comment on that specifically since it has arisen as an issue 
among those provinces that have moved in the information disclosure 
area. 
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One other thing about information disclosure--it is a point 
that applies generally to the definition of employee rights--is 
that we would like to see it explicitly recognized that where a 
collective bargaining relationship exists the union be recognized 
as a interested party to the pension plan, so there would be no 
doubt, for example, about a staff representative for a union that 
Sy SErVicingcaie Local. havingsrightd~tothe inftormation,.that.is.also 
available to employees. 


Generally speaking, our pension benefits legislation does not 
specifically recognize unions as interested parties under pension 
plans, even where a collective bargaining relationship exists. 
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Mr 6 * Arthur <<! mr’ = "Chairmanp LEM yor’ don tw mid; “onewor. ous 
members would like to question this matter. 


Mr. Bovey: I would like you to explain what you meant by 
"allocation" more precisely. 


Mr. Baldwin: For example, the pension fund has_ invested 
the money in common shares, certain kinds of bonds-- 


Mr. Bovey: Percentages? 


Mr. Baldwin: Yes. We would ‘like to ‘know how the fund 
assets have been allocated to different types of investments. 


Mr. Chairman: Mr. McClellan has a question as well, if 
you would like to entertain it now. 


Mr. McClellan: While Mr. Baldwin is commenting, could he 
deal with recommendation eight at the same time, as to whether he 
nas any thoughts about the 50 per cent transfer? 


Mr. Baldwin: I don't have any specific comment to make on 
that, Mr. McClellan. The problem that is being addressed in 
recommendation eight is one that we had been satisfied to deal with 
through the excess earnings approach. This is another possibility 
for me to consider. Off the top of my head, I don't want to reject 
it or adopt it in preference to the use of the excess earnings 
approach. 


Mr. Arthur: The Saskatchewan government already has this. 
As I said, this committee agress, although Mr. Baldwin has some 
reservations. 


Mr. McClellan: I want to get all the nuances. 


Mr. Arthur: Very good. We do want to wind this up by 10 
after, because I know you will want to ask us guestions. 


Mr. Baldwin: All right. Regarding recommendation 15, I 
must say I feel I face a bit of a paradox. It seems to me that if 
you want to recognize pension plans as deferred wages in which 
employees have a proprietorial interest, it is hard to limit the 
representation to one member on whatever the management board might 
be. 


On the other side of the coin, there are many trade unions 
which for a variety of reasons have not been anxious to participate 
directly in the management of pension plans. Some of them may even 
find themselves having reservations about this recommendation, the 
spirit of which I wholeheartedly endorse. What we have always done 
in making recommendations in this area is tie any recommendation 
with regard to employee representation to a request from the 
employees or their collective bargaining agent where a collective 
bargaining agent exists, and where it has been asked for we have 
always suggested the recommendations compel joint participation 
where that is reguested. As I. say, my reaction is somewhat 
paradoxical. 
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YOu may want to have a trigger, such as an employee request, 
and then the question is open as to what degree of employee 
participation you are advocating. One out of a committee is not 
very adeguate if you follow the proprietorial right argument. 


Mr. Arthur: I would like the committee to know that in 
the multiple-employer union trustee business, the representation is 
egual, 50-50, from the unions and from management. So they do have 
a say in how the pension money is going to be spent and what kind 


of benefits are to be bought. That is an unusual Situation but it 
does exist right across Canada. 


Moet eCope:inMrsyaCchairman;, <ifie Iyecan! amakes.onemmobservation, 
this recommendation, once again, does not differentiate between 
contributory and noncontributory plans. Again, the concept of what 
a pension is should play on what the recommendation ends up being. 
In my actual experience, working with plans where employees are 
represented on the board or board of trustees, I have always found 
it to be educative for the employees and in the long run it has 
ended up to be valuable, because the word does filter out among 
employees on how the plan is operated, the kinds of issues that 
have to be dealt with, and it perhaps helps remove some of the 
adversary concept between an employer sponsoring the plan and an 
employee benefiting from it. 


Mr. Chairman: I have held back from asking any questions, 
Bniuss! sdOssnOuawisns to do so,..but iby..way .s0tmoclarifications I rwoulbd 
Like» tomampressisupon...you,sif I imight;aMr.. ‘Cope, =the .committees 
adoption of the concept of pension benefits as deferred wages. A 
lot flows from that, as you know, and it is sometimes difficult to 
apply the logic universally to every situation, but for many 
purposes the committee has deemed them to be deferred wages. So I 
could maybe put your conscience at rest in connection with your 
Philosophical support. 


Mr. Bovey: I would now ask Mr. Horrocks about his one 
comment in relation to Mr. Baldwin's point, and he talked about a 
trigger, employee-reguest representation on behalf of employees. I 
think we have to recognize that there are many employees who are 
not “represented in..that . fashion» -and perhaps the .law .as.it is 
written should take care of that. 


Mr. Kennedy: I would like to say a few words with respect 
to-that same concern. In our particular case,.for example, we, have 
5 G0Gmenployeess iizom | coasts .to ecoast. About, ehalf .of; theme are) .in 
unione: withe aother shalf sare mot in: unionsse, Of , those>) that: “are 
represented through unions, we have 15 different unions involved, 
all in the same pension plan. I think the committee should consider 
the mechanics of how the employees would appoint a single 
representative under those circumstances, who would pay the travel 
costs to the meetings, who would pay for the time spent at the 
meetings, would the cost come out of the fund; would Leybespaldzbyv 
that employee? 


It could not very well be paid by a particular 
representative, that is, a union, because he would not necessarily 
be in that union, or certainly might be representing a number of 
unions. Therefore, I think it poses some problems that should be 
thought through before such legislation might be contemplated. 


16 


Mr. Chairman: Mr. Kennedy, again if I could comment, the 
committee has given consideration to many of the problems implicit 
in that recommendation, and I suppose we have adopted the interim 
posture that if there is to be employee representation which they 
want, then maybe they are going to have to assist in the solution 
of how they are going to choose that particular representation. 


Mre-- Arthur? Thank'*yowp Mr wn «Chatrman As*#*you iGan'<see,q-ous 
views are guite diverse. 


Mr. Horrocks: I should like to make an initial comment on 
the guestion of augmentations of pensions after retirement. I hope 
you would want to spend some time on this particular matter by way 
of questions, since in my experience it is possibly the single most 


Significant item of concern, both with plan sponsors and plan 
members. 


The second one, which might Surprise you, is the rate of 
interest allowed on employee contributions when they terminate 
employment. But the number one item of concern is the adequacy of 
pensions after retirement. I am sure you have heard before today 
that the ideal solution ‘of guaranteeing by “contract ~fuld 
augmentation in line with the cost of living index comes at a cost 
that is prohibitive to the majority of plan sponsors. 


You may well also have heard that an alternative approach is 
that most responsible employers today will, on a periodic basis, 
grant so-called ad hoc increases, and that perhaps our solution in 
tne business should be to let that method develop and take its 
course. My suggestion to you would be that this method would also 
be inadequate in that there are a sufficient’ number o& 
nonresponsible employers who would not take that forward step. 


I have concluded, as you have said, I think guite advisably, 
in principle the excess interest approach will be acceptable to a 
majority of employers. What may not be as acceptable is the 
extension of that concept to deferred pensions. There seems in the 
business considerable disparity of opinion as to what an employer 
is willing and feels morally obligated to do for a retired member 
compared to what he feels responsible and morally obligated to a 
terminated member who has a vested benefit. While the theory says 
it, and I am sure you have heard this, true portability will never 
be achieved until you augment deferred pensions as well. 


Llsid: avi. 


Perhaps in your deliberations you should be aware that the 
private plan sponsor may not be too inclined to accept the 
principle of augmentation for deferred pensions. 


Mr. Arthurs: Thanks, Mr. Horrocks. We.come to number 18, 
which I will respond to with an emphatic, "We couldn't agree more." 


The superintendents of insurance, aS you are all aware, and 
the federal superintendent have guidelines for group life and 
health insurance benefits, and there is tremendous success with 
that. There 1S unanimity right across Canada. We have no guarrel. 
Whenever a life insurance company or an employer has a 
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disagreement, we refer it to the superintendent of insurance and it 
is settled. Surely CAPSA, Mr. Bentley, should be able to reach some 
kind of an agreement with the various superintendents, pension 
legislators and the federal government as well. 


Unfortunately, pension plans are subject to regulation and 
control by authorities representing different levels of government, 
aS you probably are all aware, a fact that adds considerably to the 
complexity of the system. For example, Current provincial 
legislation is intended to promote adeguate funding standards for 
pensions, whereas the federal tax regulation of pension plans is 
designed to preclude overfunding of moneys on pension plans. The 
Challenge of both levels of government is how to develop a 
consensus solving Bias apparent. conttict. We already have 
Saskatchewan, Quebec and the provinces moving in all directions. 


If I may make one final comment, we hope Ontario leads the 


way. This committee 1s urged to get the report as soon as possible 
to the public and move ahead with or without the federal government. 


Thank you. We have now concluded our remarks and we are open 
for guestions. 


Mr. Chairman: Thanke yyouay very ouch, Mr. Arthur. Mr. 
Gillies has a guestion. 


Mrs OLGuliives s-orThank’¢vorJoMrn.= ChairmantPertiry) Cope) raised 
some concerns about recommendation number four that I have not 
heard before. I wondered if I could ask him to elaborate on them as 
best he can in the brief time we have. I would also be very 
interested to hear Mr. Baldwin's comments with regard to 
recommendation number four. 


Mier Cope:s Dosh youremeans tin + mespect Tato itthe “oconcept odof 
deferred wages versus five-year vesting, or the royal commission's 
recommendations? 


Mre+ Gallvesse, IF? am. *talking -‘'specifically>-about~\“five-year 
vesting. I think you raised some concerns about what might happen 
to some individuals if we were to move a couple of years down the 
road to two- or three-year vesting. 


Mr. Gope:]  ihat relates “Cosa subsequent recommendation 
where the committee has recommended five-year vesting. Also, in 
recommendation five, it suggests that the pension commission should 
review that after three years with a view to making the time period 
shorter. What I am saying to ‘the “committee is that if this is 
implemented and becomes law today and then the pension commission 
reviews it in three years and says at that point vesting should be 
after” six- months, because that is the principle which we are 
following, then between now and three years from now there are many 
participants caught in that time capsule. They will have lost the 
period of vesting which is now made available to new employees. 


MaiiovchaimnanraeMs. (-Cope,daifo 1 ecouldetintergects, here;e my 
observation would be that, consistent with the concept of preferred 
wages, the goal would be to have immediate vesting ultimately and 
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any implementation of that particular recommendation should go 
forward with a timetable or a schedule of phasing in of the 
particular recommendation so that it could be assimilated within 
the industry without too much dislocation. 


Mr. Cope: IT. do... think sa that ..sponsors, (e0fag plang, woul@ 
appreciate sa » tametable..» They). cauld..--project }SEhe1e  ~cOsStSs aga 
employees would know what to expect in the coming period. Does that 
Clarity sthiatpoants forevou? 


Mr. Gillies: I think so. Your recommendation as to how we 
might address this problem would be to make it quite explicit what 
we intend to do in the future at the time that this legislation is 
introduced. 


Mie. CODE ce esp Glin cei, 


Mr.. Gillies: .Just beyond that, I  wonder..if Mr. Baldwin 
has any thoughts on that. 


Mr. Baldwin: Mr. Cope has raised a very valid concern 
about people who get caught in this time frame between the initial 
change and the subseguent change five years down the road. Also, 
from the point of view of providing a stable regulatory environment 
for people to work in, there is certainly an advantage to trying to 
determine your preferred position right off the bat and make it 
law, hopefully once and for all. Certainly from our point of view, 
we would prefer a two years of service vesting period. From the 
point of view of providing a stable regulatory environment, it 
Might be better to do it right away, rather than subject people to 
the uncertainty of the regulatory environment for the three-year 
period that is contemplated. 


Mreo Arthurs. I -would. like '.to».commente, The~-Ontario royal 
commission covers this point of vesting in the various time frames 
very adeguately. The Canadian Institute of Actuaries, appearing 
before the national pension conference in Ottawa last year, 
recommended immediate vesting if we accept the principle of 
deferred compensation. It would cost about 1.5 to three per cent of 
payroll if we include also deferred pensions. I would like to bring 
this point to the committee's attention. I am Sure you are all very 
familiar with the Ontario royal commission's report though. 


Mr’. Kennedy? dea gWOuUld JUSt Like. to. smake. One DOrite tile pl fee 
with the two-year proposal that you suggested, Mr. Baldwin. The 
question, of... administration,, that;,.Mr...Bovey,. raised .1S. one, ..ce 
consider, particularly in the first year of employment. Turnover 
rates in that first year range from 25 per cent of the work force 
to 50 per cent or higher in some industries. The very small amount 
of benefit or contribution that is provided in connection with an 
employee in that short period of time represents a real problem in 
terms of the handling of those funds and the bookkeeping aspects of 
dG 


I believe that the principle of immediate vesting can be 
provided with an appropriate eligibility period before 
contributions are made or before a person iS brought into a 
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noncontributory plan, which would correspond, say, to the two-year 


period you are talking about, which would avoid the administrative 
complications that are prevalent in that first one or two years of 
employment. 


Mr. Chairman: Any further guestions? 


Thank you very much, gentlemen. We certainly appreciate your 
taking the time to give us the benefit of your views. 


Mr. McClellan: I may have missed something because I was 
a few minutes late. Did the delegation have any comments to make on 
the provincial universal retirement system program? 


Mins Arthur: No. 
Mr. Bentley: Don't ‘be chicken, John. 


Mr. Arthur: From my own personal point of view, I am 
opposed to PURS. I think it is an administrative nightmare. I think 
that “another compulsory plan on top of OAS, GIS and the CPP is not 
what the industry is looking for. 


Mri Chairman: I am sure Mr. McClellan was aware of your 
answer before he asked the question. 


Mr. McClellan: Does anybody support the PURS program? 
Perhaps that would shorten the discussion. 


Mena cArtnur 2801S wowld dike Sito makers onescomment.i 571 have 
attended, not as a delegate but as a listener, previous sessions 
here. One of the things that we are overlooking--and I made this 
point at the national pension conference--is we ought to be looking 
at net disposable income replacement ratios. There are people today 
with OAS and CPP at a certain level of income--and I am looking at 
the $10,000- to $15,000-level income--who have adegquate replacement 
Hnecomes AStavmatter of "fact, "a couple have’ almost 100 per cent of 
their net replacement income ratio because of the way we are taxed. 
We have a lot of benefits in retirement. People in this room, of 
course, are not aware of that at the moment. 


Mr. Bentley: Do you want to bet? 


Mewmnrchur.) “excuse meé,.” Mree Bentley. You “don"t lookw' rt. 
The point is, what we have to be concerned about is net replacement 
ratio. If we impose another system like PURS of two per cent and 
two per cent, or whatever percentage you want to come up with, we 
are putting on an employee a higher pension than is really adequate 
or necessary for him. I think it should be voluntary. 


LES2O -aiem. 


In my speeches as president of the Canadian Pension 
Conference I have been personally promoting an 80 per cent net 
income ratio. Of course, we would have to have legislation, but we 
can do that by saying to an employer on a voluntary basis he must 
provide a net replacement ratio of 80 per cent. The Canadian Life 
and Health Insurance Association, which you have heard from, is 
also promoting this in a similar vein, but not guite the same as I 
have been promoting it. 
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I am concerned that we legislate something people don't want. 
I waS in Winnipeg about three months ago making a speech there 
before a union group and it was amazing that 50 per cent of them 
didn't want any more pension because they said they had enough. 
Does that answer your guestion? 


Mrie MeClellanskvibt  <Porpyrheourrigqghtlcanswer Se LGer. sulle wew! Cae 
reasons. 


Mr. Chairman: When you carried on, you went just a little 
too far to satisfy Mr. McClellan's rationale for an enriched CPP. 
Thank you very much again, gentlemen. I think the morning was well 
worth while in terms of our dialogue with you. We appreciate your 
observations. 


Mr. Arthur: Thank you, Mr. Chairman. We appreciated the 
Opportunity to be here. 


ONTARIO MUNICIPAL RETIREES' ORGANIZATION 


Mr. Chairman: To conclude the morning and to make it even 
more productive, we have with us the Ontario Municipal Retirees' 
Organization. Those persons appearing on behalf of that association 
are Mr. David Bruce, president; Miss Luci Nicholson, president, 
Ontar rons division, CUPE; Terry: O*Connor, secretary-treasurer, 
Ontario division, CUPE; Don MacLeod, chairman, Ontario division, 
pension committee, CUPE; Mr. Tony Wohlfarth, research officer, 
national office, CUPE; and Mr. Clarence Ouellette, secretary, OMRO. 
Will you please come forward? We have distributed your brief and we 
are in your hands as to how you wish to tackle the matter. 


Mr. Bruce: Mr. Chairman, on behalf OF the Ontario 
Municipal Retirees' Organization, OMRO, I would first like to thank 
you and your committee for inviting us to appear today. 


I will begin with some background on our organization. OMRO 
was eStablished in 1975 to represent pensioners who received all or 
part of their retirement income from OMERS. OMRO is a voluntary 
association which operates solely on the basis of a nominal 
membership fee plus new horizon grants. We are affiliated with the 
Ontario division of CUPE and receive organizational and technical 
assistance through this association. Today, we have over 4,000 
members, and I am pleased to tell you we will be holding our 
seventh annual general meeting tomorrow here in Toronto. 


Miss Nicholson: Mr. Chairman and committee members, it is 
nice to see you again. In our brief today--and you have had 
adeguate time, I am sure, to have read it--we would like to address 
three issues which are all of critical importance to the Ontario 
municipal employees retirement system members. We don't intend to 
read the brief in its entirety, but rather summarize the major 
points in these opening remarks. After this, we would be pleased to 
answer any guestions you may have. 


The first and the most urgent matter is the need for regular 
annual adjustments to pensions and pay under OMERS. On page 11 of 
our « brief;yce:youwewlll,. see) the «sOMBRS.-record:--,sinnrtthig earegareas 
Adjustments to date have been infreguent and inadegate, 
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Ppanhercuterly erin stheerrecent 4 years» of sspirallings:infilation. As a 
result, our retired members have lost 45 per cent in purchasing 
power in just 10 years. Our recommendation is that OMERS be 
required to provide regular annual adjustments to pensions uSing 
the excess interest approach. we feel that is the only way to 
ensure eguity between pensioners and current contributors. 


In this regard, we note with appreciation your committee's 
Support for this approach in recommendation 17 of its interim 
report. However, we are concerned that the base rate of interest 
under this proposal may be set too high. Indeed, some commentators 
have suggested it be set as high as six or seven per cent. We feel 
that rates of that magnitude will seriously undermine the benefits 
of the excess interest approach and we would urge you to mandate a 
lower base rate. 


Many of our OMRO members receive part of their pension income 
from two sources, OMERS and the old pension plans which were closed 
Out when OMERS was enacted. The vast majority of these plans have 
made no adjustments in the pensions payable despite the fact that 
their investment yields may have doubled or tripled with inflation. 


Indicative of their attitude is the following guote from a 
letter by Mr. A. Symons, who is the group pension vice-president of 
Panacea swbite. You will find the fuld, text. wor this, Letter “in ‘our 
appendix A. I guote from his letter: "On the one pension that is in 
the course of payment, we of course intend to meet fully our 
contractual obligation, but we do not expect to go further." 


This. kind of cavalier attitude to the retirement needs of the 
elderly should not be allowed to continue. Accordingly, we have 
recommended that all deferred pensions be automatically escalated 
by an appropriate standard and that the standard be not less than 
the rate of interest on savings accounts. 


Here again we note your Support on principle with 
recommendation 16 of the interim report and we look forward to a 
guick legislative change. 


Inadeguate inflation protection is not the only problem that 
plagues our OMERS pensioners. Of equal concern to us is the need 
for an OMRO representative on the OMERS board. This would ensure 
that the views of the beneficiaries would be heard on such subjects 
as indexing and benefit improvements. It would also’ improve 
communication between OMRO and OMERS, which in the past has been 
guite acrimonious. 


Pensioner representation is not a new or a radical idea. As 
we pointed out in our brief on page 20, it has been recommended by 
the federal Department of Labour. We should also point out that at 
least two crown corporations, Air Canada and Canadian National, 
have pensioner representatives on their boards. We have, therefore, 
recommended that the regulations be amended to reguire that at 
least one board member be appointed from a list submitted by OMRO. 


dls 0am. 
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Finally, we turn to the guestion of health care for senior 
citizens, and here ‘we are very’ concerned that OHIP and *the 
provincial drug benefit plan do not adeguately meet the health 
needs of our retirees. In particular, such services as eyeglasses, 
semi-private hospital, hearing aids and wheelchairs are not covered 
under OHIP. We, therefore, recommend that a comprehensive and a 
portable package of health benefits be implemented specifically for 
Ontario's pensioners. We would also point out that the Ontario 
Advisory Council on Senior Citizens has made a similar 
recommendation with respect to the dental needs of Ontario's 
elderly. 


Gentlemen, that is the summary of the brief we have presented 
to you, and if you have guestions, we have two of OMRO board 
members here with us, and we are in your hands. 


Mr. Chairman: Thank you very much. Mr. McClellan wants to 
ask a guestion. 


Mr. ‘McClellan: I -‘wonder “ife*you scould turnv*’to ° “pagel eigha 
@BOLYGUEN FbrAeE, table number four, and perhaps explain the 
significance of that” particular table. I)’ assume’ from” this © time 
average pension benefit to a retired member in 1980 was $1,841. Am 
I reading it correctly? 


Mr. Wohlfarth: Yes. That is the average of all pensions 
now in payment under OMERS, and’ the purpose of table four was to 
undermine the arguments in the royal commission report that the 
public sector plans are the most generous plans around. Clearly, 
with benefits of $1,800 a year, they are not the most generous 
plans around. 


Mr. McClellan: Do ‘you ‘have any other data on” pension 
benefits which would indicate the range and the distribution of the 
range? 


Mr. Wohlifarthy: Since’ the "Ontarlo “division "met with’ “tha 
committee, we have been supplied by OMERS with a printout of the 
benefits payable by year in which the benefit commenced. Obviously, 
there would be an increase year to year as more entitlement is 
accrued under OMERS. 


Just referring to those figures, the most recent figures 
available for 1980 show an annual basic pension payable under OMERS 
of $2,726. That is an average of all people who retired in 1980. It 
is still not significant but higher than the $1)84l,owhich “isiWag 
average of all pensions payable. 

Mr.~McCleblan®s I am sorry. That $27,726 is what? 


Mr. Wohlfarth: It is the average of all pensions which 
commenced payment in the year 1980. 


Mr. McClellan: Oh. Good God. Really? 


Mr. Wohlfarth: The range vs. =Salso quite Significant, 
indicating the range of-- 


Mr. McClellan: That is the average of your current-- 


23 


Mr. sWohlfarth: . People «who <went, on pension«ecin 1980. The 
range is obviously very significant, reflecting the hierarchy of 
Salaries within particularly the municipal sector. The minimum, I 
point out, is $32 a year and the maximum $25,368. 


Mr. McClellan: What is the top of the range? Do you know? 


Mrs womltarth :eethe “tope.of-r-the.. rangeéamisaeu$25,368.00 That gis 
the maximum pension now being paid by OMERS. 


Mr. Mackenzie: You have a range as low as $32 and as high 


as $25,368, and the average of people who retired last year within 
that .range is only $2,726? 


MranWoOnbtanthss Thatsis<riaght. 


Mr. Haggerty: What would be the range in terms of years 
of contributing to the scheme? Is there not some place in OMERS 
where there is an employee who, say, perhaps had only been 18 years 
under OMERS, but would include war service to give an extra four 
or five years? Is there not an area where you could buy back into a 
local municipal retirement scheme that you had before OMERS that 
would add on to the present OMERS scheme? That is why there is a 
differential in the payments out. 


Mr. Wohlfarth: You can buy back service prior to the year 
the municipality or local board joined OMERS. However, aS we point 
Out in the brief, the number of situations where that has. been 
bargained, where that has been achieved through negotiations, is 
Verveassmed | pelt fetoedn sthesonder offs. foung perecent)-of »<akl,. OMERS 
members. 


Mr. astaggertys What, .aboutesthe, ewaresservicesvyears) that ~can 
apply to persons who were employees of the municipalities? Can they 
Can get another four or five years service included in OMERS? 


Mr. Wohlfarth: The war service credits would be treated 
differently under different pension plans. They are not counted as 
credited service under OMERS. 


Mr aw ehaggerty.:hele Chought.si ney somedsinstances, at fwas,qethough, 
that there would be credit given. It depends upon each municipality 
in terms of the bargaining table. 


Mr. -Wohltarths-=- As Ihacsindiacatedasa m momentiwago; the back 
service can be purchased through a rebargained situation or, in a 
Lopnrotviecrrcunstances, it has been granted unilaterally to 
management employees of municipalities and local boards. 


On the guestion of war service credits, I am not aware that 
they are covered as service under OMERS. Perhaps you could bring 
that up with the OMERS people on Thursday. 


Mr. Riddell: Do you know whether the same situation would 
apply to other members of the public service? I am thinking now of 
teachers and civil servants, anyone connected with public service. 
Would you find the same thing--these extreme lows, and what I would 
call a very small average, and then the highs? Or can you speak 
just for OMERS? 
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Mr. Wohlfarth: We have not made comparisons of that 
nature. I am sure the OMERS board would point out to you that the 
minimums and the maximums reflect different years of service 
accrued under the plan and also differences in salary levels. 


Mr. McClellan: I am not clear whether you have the data 


to calculate the number of your members who are receiving pensions 
below the 1980 average? 


Mr. Wohlfarth: No, we do not have that data for  OMRG@ 
membership. 


Mrs McClellan: ‘You! cannoti;.get’ that?-sThat©’ would’ hibe: scam 
interesting to know. It is a large group because your average is so 
low and the top of the range is so high relative to the average. 
You obviously have a lot of people below the average. I guesS you 
Cannot get that data if OMERS will not give it to you. 


Mri? Wohitarth: (No. 


Mr. McClellan: Do you have any data, or can you estimate, 
how many of your members would be receiving, in addition to their 
OMERS pension and their Canada pension plan, guaranteed income 
supplement? Do you know how many of your members would be relying 
on GIS? 


Miss Nicholson: We have no idea how many rely on it. That 
is not available to us. 


Mr. McClellan: Again, it would be useful to know that. 
Again, you can assume with a fair degree of safety thata@ 
Substantial number of OMRO pensioners are also receiving at least 
partial guaranteed income supplement, which means they are being 
taxed on their OMRO pension at the rate of 50 per cent. 


Mr. Wohlfarth: Certainly the average pension payable 


would gualify one for GIS and guaranteed annual income system 
benefits. 


Mr. McClellan: And Gains? So they would be taxed at 100 
per cent. If you are getting GIS you are taxed at 50 per cent, and 
if you are getting GAINS, you are taxed at another 50 per cent. The 
effective tax rate, if you are getting both, is 100 per cent. What 
is being taxed is the pension that you have contributed to 
throughout your working life. 


I guess the information speaks for itself. It is shocking. I 


am genuinely surprised that these pensions are as low, on average, 
as they are. 


Mr. Williams:) © I..want:' to comey#back: «to »Miss © Nicholson's 
comment and concerns on the first recommendation dealing with 
indexing, and refer the committee to a specific example, your table 
five on page 11. I wonder if you could indicate how the adjustments 
to pension and pay were achieved. Is this done on an ad hoc basis, 
or is there some arrangement, some formula, that was applicable or 
wnat? 


11:40 a.m. 
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Miss. Nicholson: It is done on an ad hoc basis by the 
OMERS board, if they have money, and in an ad hoc way. We have 


continuously approached them for our retirees, and on ad ad hoc 


basis, if they have some money, they have granted us periodically 


the changes which appear on that table. Indications are that they 


; 


are not willing to do that again. 


Mr. Williams: There seems to be no rhyme or reason to the 


fluctuating percentage points. Even with the variances in the 


consumer price index, they did not seem to be consistent in what 


they were doing. 
Miss Nicholson: There is no consistency there, is there? 


Mr. Williams: No. I waS just wondering whether there was 
some magic formula they were using that did not seem to be too 
realistic in some particular years, or whether it was ad hoc, which 
you now answered it was. 


Miss Nicholson: It was ad hoc. 


Mr. Wohlfarth: The amounts in later years, particularly, 
have fallen off to the point where the loss in purchasing power has 
been substantial in the last three or four years from 1977 to 1981. 


Mr. Williams: With regard to the excess interest 
approach, the concept in principle seems to attract a lot of 
attention and considerable support, I guess. What continues to 
remain elusive is, again, what formula one would apply, or what 
standards would be developed, to establish clearly in the public's 
mind and the minds of those implementing plans what the excess 
interest factor would be. You hear a variety of concepts being put 
forward in an attempt to define what the excess interest formula is 
or should be. I am wondering if you could assist the committee with 
your thoughts on that aspect of the concept. 


Mr. Wohlfarth: This is the concern we have brought to you 
today with respect to the recommendation made in your interim 
report, that is, the exact formula under which excess interest 
earnings would be calculated. Your report gives acceptance in 
principle to the concept of excess interest, but makes no mention 
of what would be the guidelines, the base rate of guidelines, in 
particular. 


The calculations on page 15 of the report were based upon a 
base guideline of three per cent being used, which we feel 
approximates the long-run rate of interest after the effects of 
inflation have been removed, the real rate of interest. However, we 
are concerned that the numbers that are being bandied around now 
are more of the order of six and seven per cent, and we feel that 
would substantially undermine the benefits of the excess interest 
approach to OMERS retirees. 


Mr. Williams: I think that one group before us last week 
was even uSing inflationary figures that narrowed the gap even more 
between what would be determined as excess interest. They were 
using 10 or 12 per cent in relation to the prevailing 14 or 15 per 
cent. 
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Mr. Wohlfarth: You are referring now to the upper limit 
On the formula? 


Mr. Williams: No, tne bottom limit. 
Mr. Wohlfarth: Using 12 or 14 per cent? 


Mr. Williams: That's right. That,- again, is related to af 
inflationary base, which is a transient thing at best. I just did 
not see their rationale in the use of that figure, or relating to 
that as a base. I do not think it had any substantive base, if I 
can use that term. But that is the range, anywhere from three up to 
nine or 10 per cent, that has been referred to, and that is what we 
have to get a handle on very guickly if we are going to apply the 
Principle that we seem to agree on in a practical way. 


Mr. Wohlfarth:: It) jiS sa (particular «problem: because: | ove 
time the actuarial interest rate that plans have been assuming has 
been creeping up. In the case of OMERS, it started out a number of 
years ago at five per cent and iS now up, with the recent agreement 
they got from the Pension Commission of Ontario, to eight per cent. 
I believe it is one of the first plans to go to eight per cent of 
any in Ontario. 


As that interest rate increased, it undermined arguments for 
uSing any excess interest earnings between three per cent and the 
base figure they are now using. Any time they raise the actuarial 
assumption interest rate, all those earnings between, say, three 
per cent and eight per cent, are now available to be used for basic 
benefits under the pension plan, as opposed to indexed adjustments. 


Mr. Williams: The three to four per cent figure iS. one 
you subscribe to. 


Mr. Wohlfarth: We would recommend it. 


Mr. Williams: It is one: that is more consistent with whag 


the actuaries have been telling us is the appropriate range to work 
ani 


Mr. Wohlfarth: Bt is more consistent with what the 
interest rate net of inflation. would be after the: effects “om 
inflation have been removed. 


Mr. Chairman: Are there any other guestions? 


Mr. McClellan: Obviously your members need a lot more 
than inflation protection. 


Mr. Williams: I just have one more guestion, if I might, 
Mr. Chairman. Going to the second point of having a representative 
from the retirees, you cited a couple of examples where this is now 
in place. I think you mention the CNR. 


Mr. Wohnlfarth: CNR and Air Canada as well. 
Mr. Williams: They are two federal organizations. Are 


there any other groups that you are aware of that exist in the 
Crown corporations in the provincial area? 


re | 


Mr Wolrbearth:: *7tMlse-very o aif ficult:..co- dd. sa. - comprehensive 
Survey of retiree representation. There simply is no information on 
it. I would venture an educated guess that there are a number more. 


Mr. Williams: Are you aware of any in the private sector? 


11:50 a.m. 


Mr. Wohlfarth: I have been told that with the United Auto 
Workers plans, there are a number of situations where they have 
representatives of retired members on the plan. 


Mr. Williams: With UAW? 


Mr. Wohbéapthso4-The, @ aw, 4) plans iisyes.) (4h sBamognot.. able sito 
confirm that or give you a specific plan. 


Ms. Nicholson: They also are able to bargain for their 
retirees. 


Majwivionbranth =f Biyewoukd sjust Meli ke ito) spoints outegtharrathe 
OMERS @itplanio nows Hasiurprovision © forie exght nsout--ofeshl xemployeec 
representatives. We feel in that situation there is room for one 
retiree representative. That could easily be handled either by an 
amendment to the Ontario Municipal Employees Retirement System Act 
or by a change in the regulations. 


Muay Willams: «DO. yous feel ythaty sthep_»meeder lSacas,agreate 
There well may be merit in what you are asking for, but do you 
feel, objectively speaking, that the need is as great for a retiree 
to be on as an active employee to administer these plans? Do you 
see any differential there? 


Mr. O'Connor: I rather thinkiethatyronesofiietheSthaings sthat 
retirees Jhavelf£eitcs most stronglyorabout,, and I¢thinkptheir point as 
legitimate, is that someone who is a present employee and is not 
retired is interested necessarily with the pension he will receive 
when he retires and improvements to pensions which will take place 
when he retires. But for somebody who is already retired, his 
interested is necessarily with improvements to pensions that are 
already being paid. So there is a very different interest between 
the two people. 


There are representatives of people who are at present 
working on the OMERS board but not of the retirees. We think that 
the Ontario Municipal Retirees' Organization is the only organized 
group that does represent members of OMERS retirees, so they are 
the ones that logically should have representation on the board. 


MEAGeWwi ini anssucyou eareidisuggesting; ADbeligather ,jnthatirot ais 
the retirees who should be considered on a priority basis rather 
than the present employees, pre-retirement. 


Mr. O'Connor: No, no. We think that the present employees 
also are are entitled to representation. 


Mr. Williams: You think there is equal validity in the reque 
st. 
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Mr. MacLeod: To expand on that, maybe a little background 
on how OMRO was eStablished would be helpful because it consists of 
people who receive an OMERS pension and have an alliance with the 
Ontarior divisionisofNithe s€anadian “Umion of Public. Employees.” > Tie 
brains of the people in OMRO are management-type people who are 
receiving pensions. They wanted to get a voice in OMERS so that 
they could get a member on the board and look for indexing and some 
of these things. 


They felt that by getting together and forming OMRO, they 
could then have a vehicle to get to the government and get their 
representation. One of the things they have stressed ever since 
they came into CUPE in alliance with the Ontario division was that 
they wanted a member on the board. They felt they should have a say 
in what is going on because they have contributed to it in the 
past. They feel they would like to have that say now that they are 
there. 


Mr. Williams: As you know, the present recommendation is 
that there should be at least one employee permitted on the team. 
Do you feel that if a company decided to allow two or three for 
whatever reason--given the size of the company and the number of 
employees and so forth--that if your request was pursued, there 
should’ be an’ equal number of retirees included im + thag 
representation, that if there were three current employees of a 
company allowed on to represent the employees, there should be 
three retirees as well? Do you feel that is necessary? 


Miss Nicholson: No, we don't feel that that is necessary. 
But we feel there should be some representation from retirees, at 
least one. 


Mr. Williams: So, numerically, they wouldn't necessarily 
have to match all the way through. 


Miss Nicholson: No. 


Mr. MacLeod: Is would, just isbikes ito» expands: on that.oG@e 
behalf of the Ontario division of OMRO we have made representation 
to the OMERS board. Each time it is one of the things that we 
stress very strongly. Of course, they tell us they do not have that 
authority, and we acknowledge that the authority comes from here, 
from the government. We will also be going to you people and to the 
government to get that authority. We are not trying to get somebody 
on) thei board through: the *back -door. This Sis’ just one sof .ta@ 
objectives. 


Mr. Gillies: On referring to your table five on page ll, 
it would appear that in 10 years out of the last 11 there has bee@ 
an adjustment or a lack of an adjustment announced on January 1. Am 
I interpreting that correctly? Was there any augmentation on 
January 1, 1982? 


Miss Nicholson: No. 


Mr. Gillies: There was not. I would have to agree that 
you have some cause to be a little upset. In the OMERS annual 
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report of 1979, just for the record, Mr. Chairman, it would appear 
that OMERS used the pending royal commission report as its 
rationale for not introducing any augmentation for a given period 
of time. Now that this select committee has recommended that the 
excess interest principle be looked at very closely and possibly 
legislation to that effect could come out, I am wondering if you 
have had any indication from OMERS that, just as they previously 
Said they would await the royal commission report's recommendation, 
they may adopt the same approach now that they have seen ours? 


Miss Nicholson: I have had no indication in my office. 


Mt. Pell les: sly would, just suggest “for ~the “record,” Mr. 
Chairman, that, while the Ontario municipal employees retirement 
system board, within reason, has the right to adjust the plan as it 
sees fit, I as a member of this committee would object to the fact 
that tney have held up adjustments they were previously making to 
the plan in expectation, as they said in their annual report two 
years ago, of the royal commission report. That report is now out, 
Our interim report iS now out and it really doesn't seem to have 
led to any changes in the plan that are of benefit to the employees. 


Mri aro reOnnorm:.-ToO, .srefer backs toatheirewlast wincrease, »tbhe 
increase of March 1, 1979, the notice to the pensioners waS even 
Stronger than this indicates. This indicates some softness in the 
position, that possibly when the royal commission report appears 
there might be something. But in the statement to the retirees it 
didn't say that. It said that this would be the last increase they 
would be getting. Some of them have treasured that little notice 
that they got saying there would be no more. They were pretty happy 
to get even that little four per cent after having been told there 
would be nothing more. They weren't even held out the hope that the 
royal commission might modify it. 


MopeeGublries se i1So0)o- theirusd postion eiony) that! «matter, shas. .10t 
been particularly consistent. 


Mr. O#CGonnor: .No. 


Miss Nicholson: The four per cent was not an 
across-the-board adjustment to all of the pensioners, either. 
Clarence, maybe you could explain that. 


Mr. Ouellette: We received a letter from the board in 
December 1980 that, effective January 1, 1981, we would receive an 
additional four per cent in our pensions. That was not across the 
board, aS waS mentioned; it was only in effect to those who were 
receiving a pension at January 1, 1979. In other words, those who 
Srantedw receiving «a.pension «in .Bebruary 19/9, alleot L980 or Tost 
did not get the four per cent pension. 


Miss Nicholson: So everybody on pension before January l, 
979,500 thate-four percent. 


Mr. Ouellette: Right. 


Miss Nicholson: But from January 1, 1979, they didn't. 
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Mr. Ouellette: No. 


Miss Nicholson: Obviously, they've gone a little higher 
(inaudible). 


Mr. Gillies: That really completes my questioning, Mr. 
Chairman, except that as a member of the committee I know there 
have been threats that in 1979 OMERS was interested in the pending 
report of the royal commission. That report is now out, our interim 
report is now out, and I would like to think that in the coming 
year OMERS might be just as interested in the recommendations we 
made and perhaps take some action on some of them. 


Mri “Mackenzie: indi like P torvdtirect? aquest ronm,, LTESvie cam 
to the chairman of the committee. What would your thoughts be on an 
immediate interim recommendation from this committee that 
adjustments be made to the OMERS, as well as representation on the 
board, which “iff itsel£ is probably ‘not® a,'cost factor ?i-ltiseemsige 
me that you have got a very obvious situation here, one that is 
probably nearly as bad as what we are facing in the other area we 
were trying to deal with, and that's a certain category of older, 
unemployed women who are not yet pensioners. 


Mrs" ‘Chairman:°>1If “rT might “respond, «I Stnink #1 tenayerses 
appropriate to bring this matter to the attention of those in a 
position to act. However, aS a recommendation, I think our mandate 
is to respond to the recommendations of the royal commission, and I 
think we should confine our recommendations to that. However, 
because of the fact that this has been brought to our attention, it 
might be appropriate, if the committee wishes, to have a letter go 
forward from the committee in connection with it. 


Mr. Mackenzie: I would say that is the least action, Mr. 
Chairman. I'm not sure our mandate isn't wide enough to allow that. 
We were certainly able to make a number of recommendations in the 
interim report, and it seems to me that a situation such as this, 
which cries out for some action, probably is within the ambit of 
Our mandate. 


Mr. McClellan: The royal commission has certainly given 
an impression of comparable generosity with respect to public 
pension plans. If there is any theme that is consistent throughout 
the report, it's that theme. Clearly, the facts don't support that. 
I think we have to deal with that somehow when we get to writing 
the’ report. rf youre “not -wiling “tov dorsit snowy =then—do ebt > ina 
week or two. I think we'll be fairly insistent that we deal with 
this particular illustration, because there's a sense I have of 
being misled. 


12 noon 


Mr. Chairman: We have to bear in mind that our report is 
to the Legislative Assembly. I had in mind a sense of urgency in 
connection with this, and I thought maybe a message carried forward 


in some other way might be appropriate. 
Mr. McClellan: They're not exclusive, Mr. Chairman. 


Mr. Chairman: Yes. 


on 


; Mr. Gillies: ijauchankeethem pointian se awedh. taken, Mr. 
Chairman. The OMERS board is before us on Thursday morning, I 
believe... Isisthat «correct? 


Mr. Chairman: Yes, they are. 


‘Mr. Gillies: Well, we'll have an opportunity then to 
guestion them about this matter. I would welcome your suggestion, 
Mr. Chairman, that perhaps after hearing what they have to say we 
might at the very least ask you as chairman to write a letter to 
them on this matter. 


Mr. Chairman: Any further questions? 


Mr...O‘Connor:, I. just wanted. to make >a» comment before you 
get away from the suggestion that was being made. I recognize that 
you have a specific mandate aS a committee. The way this group has 
come before you is that a brief was sent to the Treasurer (Mr. F. 
o- Miller) with copies to all members of Parliament, because we had 
presented briefs to OMERS and they were told that some of the 
things that were being requested were properly decisions made by 
the government--that changes to the OMERS Act, things like 
representation: ‘on, the “board, whom to-appoint to the boarduand this 
kind of thing were not their decision; they were the government's 
decision. So the brief went to the government and asked for a 
meeting, and we were referred to this committee to make 
representation. 


I hope some recommendations will be emanating from this 
committee because we were referred here. Otherwise, we are sort of 
back in the same place again of having to ask Mr. Miller, "Can we 
meet with you?" I think you see the point. 


Mr. Chairman: I have some concept of the strategy, if not 
of the procedure. I appreciate the position you may find yourself 
PieOtusbOvellingatog..We willetry.to, clarity theematteryftorvou. 


MiaemMacCkKengiese.YOU iucang only ebesushafteds sonsiong pi amr. 
Chairman. 


Mrsevocclei bans Is. that. true? of sthought. tt was ran infLinice 
process. 


I have a guestion of Wells, if I may. When we first started 
Our deliberations in the last session we were questioning what 
benefits in percentages are actually paid to people who contribute. 
Now we have some data on average benefits in the OMERS plan. Does 
the commission have in its information systems eguivalent data with 
respect to average payment per retiree per year from a number of 
other employer-sponsored plans? 


Miser nent leyte! NO;s we dori not. = Weedon teagatner srand hase 
never gathered the information. Some information could be provided 
by the statistics arm of the Quebec pension board. I do not know 
how extensive it is, Mr. McClellan, but I think I could probably 
get something from them. Their experience would be only with the 
province of Quebec because they have a statistical arm of the 
Quebec pension board and have, over the last six or eight years, 
gathered some information in this area. 


se 


Mr. McClellan: It** would’ be “helpful to=suss=We. tend ae 
focus on the guestion of coverage and whether it's 49 per cent or 
54 per cent. The coverage issue is skewed by the fact that almost 
100 per cent of public sector employees are covered, but it's also 
skewed by the fact that we don't know with very much precision what 
the average benefits paid to current retirees are. If this is 
indicative of the level of benefits being paid to those who aré 
ostensibly well off in more generous plans, an average of $1,800 a 
year, I would like to know what the average benefits are in the 
less generous plans. I think the range here starts at $32 a year. 


Mr.’ Bentley: I can*t teil” you “ exactiy,”" what) Ouebec Gia ae 
but we'll try to discover whatever they've got. 


Mr. McClellan: Surely there's information in some little 
nook or cranny somewhere that provides information eguivalent to 
what we have on page eight, which, I gather, comes from the OMERS 
annual report. 


Mr. Riddell: But. to stay. within» their Own jurisaiculoms 
and to go back to the guestion I asked earlier, can we get a 
Similar table in connection with other public service employees? 


Mrs “Bentley: No, I ‘don't. have the information. Under, Lam 
we're not reguired to ask for it or anything of that kind. You 
probably could go to the public service superannuation branch and 
obtain Similar information from them. 


Mr. McClellan: Perhaps our research assistant could 100k 
nh ah wee Py es 


Mr. Bentley: He “could” “probably “go to the  Workmen gg 
Compensation Board and obtain information from them on the same 
basis. They would have the information; we do not. 


Mr. “MeClellan's= Agarn, -I-’think=*as “much” ase is “posei ble sas 
get that material for us, following along Jack's suggestions, as 
well as looking at private sector plans, we will (inaudible) them. 


Mr. Bentley: The only one I really know anything about is 
Quebec, which has made some studies in this area, but I do not know 
how far they have gone or anything else. 


Mr. McClellan: “Again, ,I'm* not ruling that (out. That woos 
be helpful too. 


Mrs. Bentley: It “deals principally, with Private. plans ae 
Opposed to the public service plans. 


Mr. Chairman: Are there further guestions? If not, thank 
you very much, Miss Nicholson and gentlemen. You have just made our 
morning. It has been well worth our while having you with us, and 
we appreciate the time you've put into this. 


Miss Nicholson: Thank you, Mr. Chairman. On behalf of the 
retirees, the organization which they belong to, we thank you very 
much. AS was said to you, they were not born, or we weren't the 
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midwife for them; they formed because they had a need and they came 
to us because they needed technical assistance. We had some problem 
because, like Clarence, a lot of them were management, not union 
members. We overcame that, and we all work together because we have 
a common object, and that is indexing and a decent system that the 
retirees can work under. I'm pleased, and I thank you for the 
debate around the ‘table. It gives us a lot of encouragement, 


particularly to the people who are subsisting on those pensions 
they get. 


We have asked you for three things. The one we haven't 
discussed is health care benefits. I know it might be kind of foggy 
whether it's your mandate or not, but we would ask you to look 
closely at and make some recommendations on a comprehensive 
benefits package for retirees, because the dental, the eyeglasses, 
the drugs and the hearing aids are every bit as necessary--in fact, 
probably more necessary--to retirees than they are to someone my 
age. So we would appreciate it if you would take that into 
consideration. 


Mr. Chairman: Thank you very much. 
Miss Nicholson: Thank you. Notice that I think I'm young. 


Mr. Chairman: Well, we could see that. It's obvious to 
everyone. 


Miner oLl bes: Mrs Chairman, “on “a pOlnt sof order:. “Lf (was 
contacted over the weekend by a constituent of mine who represents 
the Automotive Parts Manufacturers' Association of Canada. They 
have worked quite hard in preparing a brief to the government on 
the guestion of pension reform, and they were not aware until I 
spoke to them on the weekend that we were having another round of 
hearings right now. I guess they missed the ad in the Globe and 
Mail or something of this sort. 


Tnmeviews «Ol the fact “that sthis organization represents 
companies that have about 16,000 people paying into pension plans, 
they wanted me to come to the committee and ask if it might be 
possible for us to squeeze them into the agenda to make a 
presentation. 


Meme Ghairmans Mrw: Gillicc,welescthinky that «Wilt weceularnly. le 
possible. As you know, I made a sincere and persistent effort to 
meet with Madame Monigue Bégin and/or her staff and those in 
Finance who might be of some assistance to us in discussing 
proposed changes to the Canada pension plan. I think it is an area 
that is going to be vital to our recommendations as we complete our 
final report. I must confess failure in being able to meet with the 
Ottawa people. It is no fault of our own. We have tried, and I am 
afraid we are going to nave to make our recommendations in regard 
to the Canada pension plan without reference to any input from 
Ottawa. 


Foehould put on «record our “sincere Pinterest. and, effort in 
that direction, and I have written a letter to Madame Monigue Bégin 
today, of which I have distributed a copy to each of you. I do not 
think it intemperate, but I do sense that it reflects the feeling 
of the committee. If it is all right with you, the courier will be 
delivering that today. 
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Mr. Riddell: I am inclined to think maybe you wil@ 
provoke her into meeting us. 


Mr... Gliliess, Amor to take. it, Mi. pene Lema cl Cl. re 
of the days that we were planning to be in Ottawa, I might then 
turn this brief over to the clerk and ask him to contact-- 


Mr. Chairman: Yes. We will reschedule a hearing. 


Mr. Gillies: Thank you very much. 


Mr. Haggerty: Very accommodating. 


Mr... Chairman: If there is no further discussion, we wie 
meet at 2 p.m. The committee stands adjourned until then. 


The committee recessed at 12:13 p.m. 
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The committee resumed at 2:08 p.m. in committee room No. 151. 
ONTARIO ASSOCIATION OF SCHOOL BUSINESS OFFICIALS 


Mr..09 Chaipmansi:, Weowould like :to).reado into- /the® record \'the 
following exhibits that have been placed in your binders, carrying 
on from last Thursday: Exhibit 153, statement to the committee by 
Mraee A. +uakoche Die Olof ithe .-Canadian® -Institute, of!/.°Religion .and 
Gerontology; exhibit 154, notes for presentation to the committee 
from Index Now; exhibit 155, committee research officer, summary of 
presentations on Wednesday, January 13, 1982; exhibit 156, a letter 
dated January 8, 1982, to the chairman from Cheryl A. Valentine; 
exhibit 157, submission of Canadian Organization of Small Business. 
I will have the rest of the exhibits, including today's, ready for 
reading into the record tomorrow. 


In the meantime, we have with us this afternoon as our first 
delegation the Ontario Association of School Business Officials. 
Those who have indicated they wish to participate in that 
presentation are Mr. Robert Spencer, president; Mr. Jack Brown, 
chairman of OMERS Ad Hoc Committee; and Mr. John Boich, executive 
secretary. There may be others as well. Gentlemen, if you would 
like to come forward here, we are in your hands as to how you wish 
to handle your presentation. 


Mr. Spencer: Mr. Chairman, members OF the select 
committee, on behalf of the Ontario Association of School Business 
Officials, I would like to thank the members of the committee for 
allowing us to present our brief today. 


The Ontario Association of Schoou: Business Officials 
represents some 680 business officials and school boards throughout 
Ontario. The disciplines of finance, computer science, computer 
services, operations maintenance, construction, personnel, 
planning, purchasing and transportation are the verging areas of 
responsibility represented by the standing committees. 


Periodically, an ad hoc committee is established to study and 
respond to reports dealing with subjects of extreme interest to the 
membership. In 1980, Mr. Jack Brown, former superintendent of 
business, now retired, of the Peel Board of Education was asked to 
Gharr Wthefrcommittee “to responds*sto-. the’ report’ of the -.Royal 
Commission on the Study of Pensions in Ontario. 


Under its able direction, a response was prepared and copies 
sent to the Ontario municipal employees retirement system, and the 
Honourable Frank Miller, Treasurer of Ontario. We have copies 
placed before this committee today. With that, I would like to ask 
Mr. Brown to continue and present the brief. 


Mr. Brown: Mr. Chairman, you undoubtedly have heard and 
read enough on pensions to last you the rest of your life, so I am 
not going to bore you with reading out more statistical detail. I 
want to emphasize two or three points that we hope will be 
fundamental in your considerations of your next report to the 
Legislature. I have read with considerable interest the 
recommendations in your first report. I* would like to comment o@ 
them at the end of my presentation and to have the opportunity to 
ask some guestions of your group, and you may wish to ask some 
questions of us. 


The point that we in our association did not support was the 
recommendation from the Haley commission on a provincial universal 
retirement system. We have not seen that PURS iS an anSwer or a 
solution sto the -pension, situation, not only. sin) Ontarion butmataae 
broader level now across the country as a whole. The intent and the 
purpose of the constitutional amendments and the patriation of the 
constitution in this country indicate a feeling that we are one 
country, without having to treat people differently, province by 
province. 


There are solutions that can be negotiated between the 
provinces that can solve some of the universal pension needs of 
people in different parts of the country. PURS, in our opinion, was 
not a solution that could benefit and reflect portability and 
mobility of the type of work force we will have in Canada. 


The other factor we wish to emphasize with you is the need 
for some form of counter-inflation. You have recognized that; you 
are giving it attention in your studies. There has to be some 
method whereby indexing or some such increase reflects the cost 
that the pensioners are experiencing in the pension plans that do 
not have an indexing factor. 


We represent the non-teaching group in education. Most of you 
are familiar with the teachers' superannuation plan, and the 
indexing factors that were related to it and to the government's 
pension plans. But we are a group under OMERS which does not have 
any indexing provision. 


We are very proud of OMERS and the work it has done, because 
it is a fully funded plan and has served us well in the 17 years it 
has been in existence. Just as an illustration, I have retired 
after 32 years as the senior business official of boards of 
education in this province, and my pension under OMERS would be 50 
per cent of what it would be if I had been in the teaching ranks. 
yet I was the top business official of major boards of education in 
this province. 


Weare not .complaining;, -that’, we.) want- reductions- 4in ):te 
Superannuation plan. That's not our plea. We just feel we should 
have some of the opportunities that are available in that plan and 
that we are prepared to pay for. We don't expect it would be handed 
Out or subsidized. We feel if we had the opportunity we could enjoy 
a good pension without some of the limitations that now exist in 
the OMERS plan as compared to the superannuation. 
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Early retirement is another feature. Many of our fellows came 
into the business side of education after having established 
themselves in business and industry and, of course, they do not get 
poOlLtvabilicy. | .of |.they.pension. contributions they  .made-‘in,..that 
particular field, whereas in teaching they get their teaching 
credit right from when they start. We feel the retirement factors 
that the teachers enjoy, being able to retire on a full pension at 
a factor of 90 of age and service, is something that we would like 
to achieve for the school business officials. 


Just as another illustration, although I had a total service 
and age factor in excess of 90, I suffered an almost 30 per cent 
reduction in pension because I chose to retire five years early. I 
Made that choice, but that was the penalty I paid even though I had 
92 points under the teacher plan. 


The help that we could achieve in some regard would be if the 
provincial government could have some influence at the federal 
level in changing the income tax deduction associated with 
Pensions. The, oo ,000 “LImLt which “exrsts“today™is not” realisvtic#an 
the present economy. We know that the essence of what you have to 
deal with is money. We know what the economy is suffering at the 
moment. We know you cannot introduce a social security system 
without having some view to the future of who is going to pay that 
Darcticuibar icost;,. and wwe’ recognizeMhow diGevewht fateisttor aigroup 
such aS yours to come up with what is desirable and what is 
P practical. 


In your recommendations in your first report, we can support 
very much the ones that appear on page 25, and I will just mention 
them. "The acceptance in principle of the augmentation of benefits 
for retired members of employment pension plans and for members 
with deferred vested benefits." You are there supporting some type 
of inflation balance. "The Pension Commission of Ontario proceed 
with the development of legislation, using the excess interest 
approach, with a phasing in period to ease the cost impact." We 
Support that. Our OMERS fund, we feel, can support that kind of 
method to overcome the inflation that exists today. 


Recommendation 18: "Changes in the pension legislation should 
be made in consultation with other jurisdictions. Uniformity of 
pension legislation should be supported and encouraged and existing 
integrating agencies, such as Canadian Association of Pension 
Supervisory Authorities, should receive continued support." 


I don't think we need to say anything really more specific 
EhoaneethatveelTiecarthindesweenknowse: you “are, conscious “of is the 
discrepancy in our pension plans between ours and the government 
and teachers' plan. We also are concerned, as you are, with the 
need of some of the older people who have retired without having 
time to build up any pension. The OMERS plan is only 17 years old, 
so they couldn't build up very much in that period of time. 


Boards» had . thes-opportunity, -if- theyi4-wished»-’to™ buy aback 
service. That was very expensive in large boards and only 20 some 
per cent of the school boards have purchased back service for their 
employees. 


2:20 p.m. 
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I hope we may, Sir, have the opportunity of asking a few 
guestions of the committee, but I now give the committee the 
opportunity to ask usS guestions. 


Mr. Chairman: Thank you very. much, Mr. Brown. Mr.  Cureatg 
had already indicated an interest in putting guestions to you. 


Mr. Cureatz: Thank you, Mr. Chairman. you indicated 
stress on more flexibility, and I am wondering, in terms of the 
committee's LACSe report, more specifically referring to 
portability, if some of the recommendations have answered some of 
your concerns. 


Mr. Brown: Yes, you have, and you have emphasized and 
stressed ‘portability Vin “*your "first -.report.*8-l" Venink -stbat wae 
something we support, even more so now, in terms of the new 
constitutional status we hope Canada will have. 


Mr. Cureatz: You indicated the deduction under the Income 
Tax Act. Have you made any kinds of representation to the federal 
government? 


Mr. Brown: No. We have made representation to OMERS, but 
not directly to the federal government. We have just asked OMERS to 
see if it could do anything in that respect. 


Mr. Cureatz: I was just trying to see, if you had made 
representations, the degree of success of your correspondence. This 
committee does not seem to have had too much success in that field 
with correspondence with the appropriate minister. 


Mr. Chairman: Any further questions? 


Mr. Williams: I have a supplementary, Mr. Chairman, to 
Mris?Cureatz!ixsquestion !son “the Yumatter | of incomef4tax ,]and ance 
particularly, I guess, on the discrepancies that exist between your 
association aS a non-teaching profession and the teaching 
profession. You mention in your written brief, of course, which you 
Supplemented today with your verbal presentation, that the 
provincial government should take certain measures relative to 
income tax and deductibility and so forth. I guess the primary area 
of impact or concern is with the federal authorities, and these are 
Suggestions you are making as to how the province could back up any 
initiatives that would be taken by the federal authorities. 


Mr. Brown: That®isvcorrect. 


Mr. Williams: With regard to the differences between your 
profession and the teaching profession, is that not largely a 
matter of contractual negotiation between yourselves and OMERS to 
try to gain better recognition and coverage under that? 


MrecsBrowns “It °-iseSy You «are Gquiteerrignt .© Wet-arer tates 
moment somewhat confident that OMERS is prepared to do this, but it 
can only do it with the approval of the provincial government. 


Mr. Williams: So you already have indications of 
Willingness to close the gap, so to speak? 
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Mr. Brown: Yes. It iS our understanding OMERS is prepared 
to move. I don't think it is prepared to move, and I don't think we 
are asking to move, tO>, the pags A Status of the teachers' 
Superannuation indexing, which is eight per cent. We don't say it 
is necessary to jump to that level now. We are discussing with 
OMERS a phased-in period, when it might start at four per cent, 
five, six, and so forth. We understand the costs associated with 
this kind of indexing, and OMERS has demonstrated its ability to 


rund “trom investments “a very ‘good pension *plan, and’ it~ is “in a 
position now to expand that. 


Mr. Williams: I see. So you feel that, while you have 
those asSurances in attitude, in any event, from OMERS, there are 
legislative roadblocks at the moment that prevent res Crom 
Supporting you? 


Miseshlowir ey roere is TO DroVviSioOn “tO =-dowetnac, ana it MIgnt 
be helpful if this select committee was in a position to recommend 
that legislation to be implemented. 


Mr. Williams: I dont know whether--it is certainly 
something the committee could take under advisement, and I 
appreciate your bringing it to our attention. 


Mr. Browns 1: Understand, Mr.” Chairman,= that “OMERS will be 
before you later this week, and I think that would give you an 
opportunity at that time to see how sincere its stand is in that 
respect. 


Mr. Chairman: Yes. Some of the committee members have 
some guestions in mind already as a result of this morning's 
representations. Could I ask you to comment on a statement you 
made--and I am guoting now: "It is apparent that the Canada pension 
plan will be reviewed this fall at a national conference sponsored 
by the federal government. Improvements to that universal plan 
could achieve most of the objectives of the PURS proposal." That 
is, of course, in your submission to the Treasurer, which was made 
some time ago. 


Mr. Browns Yes. 


Move Chairman: 4 Want  “tOu) POunt. Out “that “snould pe w71n 
context in terms of time. Do you have any views on the type of 
changes you could see, or would wish to see, in the Canada pension 
plan that would cover off the weaknesses, or some of them, in the 
existing system, and how that would eliminate the need, or at least 
the arguments, for a PURS program? 


Mere “Brown: Mr. --Chairman,;” theusobvyious--solution, Ln. Our 
minds, is that the CPP be mandatory, that there be no opting out, 
that everybody, including part-time people, have a pension 
Opportunitys oPhe sway it is¥now,* that is**not''so.eWerteel—for: the 
type of pension that could be implemented, the machinery is there 
at the federal level to introduce a higher pension plan. It has the 
machinery set up in payroll systems to keep track of, to identify, 
so that every one of us in this country who can get a salary can 
get money. It can identify and determine how much that is. We feel 
it could adapt the Canada pension plan to reflect that for all 
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wage-earners. In the type of thing we are involved in in OMERS, a 
part-time person is not in at all. OMERS cannot cope or deal with 
the kind of person who works three or four hours a day. It does not 
keep records on that type of person. 


2:30 p.m. 


In the CPP, if you are on a payroll, you are identified. We 
feel that CPP can provide the portability. PURS had the principle 
of portability in mind when that recommendation was made. But it is 
unfair for the reasons I have stated, and in your own reports, you 
have identified areas of concern. The CPP, I feel, could be 
expanded to include every type of person and increase to a level to 
give you the average income wage relationship you hope to achieve. 


Mr. Chairman: So you would be suggesting some enrichment 
of the Canada pension plan as well as a broadening of its base? 


Mr. Brown: Yes, but on a contributory pay-as-you-go 
basis, aS you have considered in this committee. We feel people 
should have to pay for it. In some of the reports I have heard 
discussing it, I think even the minister, -the-—-Honourable Mm 
Miller, has some reservations on taxing people or charging people 
for pensions in the young category. I cannot support that. I think 
everybody has to look on it, as this committee has done, as 
deferred wages. It is a method of securing something when you no 
longer have the capacity to work. 


Sympathisers say young people need the money now, but they 
have already had a benefit of almost $25,000 in our educational 
system to get as far as they have. Why do they not then start to 
pay for some of the things they will need in the years to come? 
They have been supported by the province and the taxpayers all 
these years in the educational system. Let them now start to pay 
something in to provide for the future. When you are my age and 
say, "I need help now," when you opted out of it 40 years ago, to 
me that responsibility should not be left to an individual. I think 
pensions should be mandatory just as going to school is mandatory. 
A (Lot ofc people don’t want torgoytorschool,sbuticthey havet to mam 
because it is the law. I think it should be a law that they pay 
into a pension. 


Mr. Chairman: To set aside some of their own earnings in 
order to be self-sustaining later. 


Mr... Srown: That saradit. 
Mr. Cousens: Some people may not feel as strongly as you 
do in your report that OMERS is well-administered. Do you have any 


concerns at all about OMERS? 


Mr. .Brown: “I° hate .to ‘Say "Zt iam -this” building “but 10 
too conservative. 


Mr. Chairman: I didn't know that was possible but I would 
like to hear you enlarge on that, in a nonpolitical sense, of 
course. 


Mr. Cousens: We think it could be more so. 
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Mise olOWns o We feel “it” has . been “very yicautious. “in its 
administration of the plan. The criteria it set up for funding, its 
rereagiol anticipated’ -loss,, 1tS. pay-out. .craims,. its actuarial 
liabilities, in my opinion, have been too conservative. They have 
not reflected the ability of the fund to support a better benefit. 
I think in the last two or three years OMERS has had a remarkable 
Change. A lot of that is due to its ability to make investments 
where it likes. At one time, as you well know, it was restricted as 
to where it could invest. When it has been given the freedom to 
invest, I think it has made giant strides. 


Mist rclatrilan. BoOe reatly Lt 1S TOC sas “conservative as. Lt 
once was. I suppose, following from that, it has reaped the rewards 
of being a little more adventuresome and bold in terms of its 
investments. 


Mr. Brown: It is a good example of free enterprise. 


M@eeevlellames. On a point Sof BClariritcat.oOn,. Mira BEOWn, | LL 
I might, you indicated at the outset the number of members you had 
ToevOuLrsassOCclation, which I gather is Still (6747 01s it? 


Mrs DLOWwn: noout 680. 


Mr. Williams: That is 680 employees of school boards in 
Ontario. Does that mean all the non-teaching professional people 
you represent are included? 


Mr. Brown: No, we are only a small portion. We represent 
the business and financial people in the board headguarters and 
offices. There are all the caretakers and maintenance men who are 
not members of our association. 


Mr. Williams: I) OnGgerseand secoat. I mean within the 
parameters of your particular association as defined, whoever 
gualifies to be a member of your association, do you have 100 per 
cent representation? In other words, are all the people within your 
particular profession in your association? 


Mrs. Brown: Mr.” Boich "1s “the =*executive “director. "He can 
respond to that. 


Mr. Boich: We are a voluntary association and, as in all 
voluntary associations, you never know whether you meet all the 
individual needs. It is amazing though how this association runs 
all the professional development programs for all the boards in 
Ontario, but not all the members come in. However, we have 
increased our membership every year. It takes some people a little 
longer to come in. We do not wish to have mandatory membership. We 
are very pleased with the voluntary aspect of it. 


Mr.) Chairman: .Perhaps I could. zero in,.on .what I. see as 
the substance of Mr. Williams' guestion and that is, what is the 
total potential membership as compared with the existing membership 
of 680? 
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Mr. Boich: We have never analysed the OASBO group. If you 
ask me that guestion for the association, we have done it now. I 
would estimate well over 50 per cent and not more than 60--in that 
50 to 60 per cent range. I feel a little uncomfortable with that 
because we have not done the study, but we are extremely well 
recognized by every trustee group in the province. They Support 
their membership and very often pay for the membership of their 
people because of the professional development component. But, very 
roughly, the estimate would be 50 to 60. 


Mre, Wibliams:.. So; “the “bottom “line .is’,. that. 1t .sbs .) NOt 
Mandatory 100 per. cent, like the teachers' federations, but 
voluntary. You have got over half, in any event-- 


Mr. Boich: At least. 


Mr. Williams:--and I presume you are working on the other 
40 or 45 per cent. 


Mr. Boich: Yes. 


Mrs Chairman: Are there any further questions from 
members of the committee at this time before we invite those 
appearing to interrogate us? 


Mr. Haggerty: I have a guestion to the witness. You said 
you did not support the PURS program. Have you any other reasons 
for not supporting it? You answered some questions by the chairman 
On this. 


Mr. Brown: One of the major reasons that I do not support 
it on behalf of the. association is that it allows opting-out; there 
is an opting out aspect to it. I just cannot support that. 


Mr... jHaggerty:. 1s ,that .-Vour. Onl vip reaconr gor sare there 
others? 


Mr. Brown: Other than the one I have mentioned--that it 
is an Ontario pension. With the mobility of the work force today, I 
think the portability factor in other provinces is really essential 
in, this.nation of ours. It should not be a provincral- one, -butcae 
Canada one. Those are the two major factors. 


Mr. Haggerty: Thank you. 


Mr. Williams: I have one, other point for clarification, 
if I might, Mr. Chairman. At one point in your presentation, Mr. 
Brown, you were talking about a voluntary aspect of additional 
pension programs, and then you were talking about the mandatory 
aspects. While you do not support PURS because of its mandatory 
features, I thought, in one sense, you were supportive of-- 


Mr.. Brown: I am afraid’ not,” sir. I feel—that= the -pension 
plan is mandatory. I feel it has to be mandatory to handle the 
funding and to provide the security so that they will not come 
along and cry to you 50 years hence, "I cannot survive." 
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Mr. Williams: Do you see any way in which that mandatory 
feature could be developed in the private sector, if we moved in 
the direction of leaving the pensions in the private sector to let 
them develop the program? 


More erown: Only 1 “you gavevta <carrowstomwemptoyers. You 
recognize, aS I do and as this group does, small businesses and how 
they are going to survive. The mandatory factor would have to be 
mitigated to an extent by some carrot. 


Mrs Wirlliamss Through ~-aliesofoithe ‘divtfterene& groups Owe have 
heard, we have not pinpointed the exact age, but those who have 
appeared pefore us here are of a younger age group than we are. 
They seem to have less desire to get involved in a pension program, 
much less a mandatory program, whereas conventional wisdom seems to 
come into play as we move into the older age brackets such as ours. 
We see that there is some benefit to be derived from having in 
place some mandatory feature of a pension benefit. 


2:40 p.m. 


Mr. Brown: Our groupmcovers quprettys broad orange, in sages, 
and they have endorsed the mandatory pension aspect. I think that 
at times, and you do it in other circumstances, you have to impose 
on people certain benefits which are necessary to sustain certain 
aspects of life. You have to impose things. You impose laws on 
people to behave properly, and you have to impose them so that they 
can live adeguately. I would not be embarrassed in any type of a 
democracy to say that is taking away human freedoms and rights. 
That Par justeplaini commonsense. 


Mr. Williams: Even for those in the 18-25 age bracket who 
do not feel pensions are that relevant to their particular needs, 
you feel there should be some form of direction to them to get 
involved in the pension process. 


Mr. Browns That is right. They didenoty even want to; go) to 
school, some of them. 


My. ar@hbaixmansG@eEvien @they amay faigd wactim to: thes ravages of 
time. 


Mr .«Brown:) That's right. 


Mr. Williams: Doesn't that lead us back to the provincial 
universal retirement system concept? Surely the most salient 
feature of the program is its mandatory aspect. 


Mr. Brown: Yes. There is nothing wrong with that concept 
Of SRURSGS Thatuisefa’ good! idea, tbat itieis tdo restrictive. It is 
restricted to Ontario, and it does not have the other aspect of 
magnitude. 


Mr. Williams: While you consider it unrealistic, you are 
doing it in the context of the national picture and not necessarily 
ofthe provineial prcture:. 


Mr. Brown: It could supplement other plans. 
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Mr. Williams: While it would be viable at the provincial 
level and would help the people of Ontario to arrive at its full 
potential, .you» feel “it: should be. introduced) sthrough =the) othes 
provinces almost concurrently, if possible. 


Mre Browns That wWeirignts 


Mr. Williams: Were there features of the PURS program as 
spelled out in the report--other than that it would be limited to 
Ontario at this time, which nevertheless would certainly benefit 
you and your association and members--that you feel should be 
refined to better meet what you see as a valid need? 


Mr. Brown: One of the things that concerned us was the 
wiping out of existing plans such as OMERS. This concerned us when 
we had a plan that was working and funded. 


Mr. Williams: Did you not touch on the escape mechanism, 
the opting-out feature? You talked about the opting-out feature 
earlier, I believe. Would that not be the escape mechanism that one 
could use to provide some flexibility, if you had a plan that was 
better than the PURS plan, such as OMERS? 


Mr. Brown: OMERS could not do what PURS would. It is not 
eguipped to. 


Mr. Williams: It was not designed that way. 
Mr. Brown: They cannot handle the PURS. 


Mr. Brandt: Mr. Chairman, I wanted to pursue the guestion 
you addressed earlier in regard to part-time workers and coverage 
under OMERS. Do you know at what point OMERS kicks in as regards 
pension coverage? 


Mr. Brown: I think 24 hours a week is the point at which 
they will accept membership. 


Mr. Brandt: We have asked this question of other 
Organizations and groups that have appeared before us, and there 
seems to be a vast number of different configurations that they 
arrive at. Some put it on a yearly basis, for example, a certain 
number of hours per year Is it mandatory at 24 hours? Must the 
employee at that time begin his contributions? 


Mr.s Browns) In ai board sof* education, ‘Itesksri(mandatory.vWitem 


the OMERS plan in» effect, : then cthey have to join; “its ise nes 
optional. 


Mr. Brandt; «Is? there? anything») fromp<onées thour |) toe >the seas 
hours that they can contribute towards on a voluntary basis? In 
other words, is there any in-between kind of thing? 


Mr.s“Browns sNot that I.’am awarecof.<It<%s' nothainghor (24. 


Mr. Brandt: In effect, the part-time employees have no 
opportunity whatever to make contributions towards the OMERS plan. 


Diode 


Mist bLOWhs Inat Iscorrect. 


Mr. Chairman: Are there no further guestions? Mr. Brown, 
Mr. Spencer and Mr. Boich, you had indicated there was to be a flow 
of responses going the other way. 


Mr. Brown: I have some guestions. I don't know whether 
you are in a position to answer them, but I would like to ask the 
guestions anyway. First, what is the status of the Canada pension 
plan negotiations as far as you are now aware? 


MoreGidiiias, loat = to an excellent, “queouerons swt era rOlTe 
that the committee wishes to pursue itself on its own initiative 
with the federal authorities. We were not able to meet with the 
federal people to determine the status of their green paper, or to 
exchange views or dialogue in any way. It was not as a result of a 
PacweOLwerlLort "ON “Our part. [t= was, 1) "“gqathermecnate ne: tederal 
people wished to-- 


Mr. Brown: There was an attempt made, Mr. Chairman, was 
there? 


Mr. coaarman: Yes. "Il “made. a iconcerced ss accenpe to nave: ,the 
members of this committee meet with both staff and Madame Monique 
Bégin in Ottawa or here or both, or even have a telephone chat with 
the minister to get some inkling of what was going on or to 
exchange some views. I must confess that my efforts, although 
persistent, were not successful. 


Mr. Mackenzie: The problem is the Liberals don't know 
where they are going, and they are not getting much help from the 
Tories. 


ME. Chaitman: L>can’t “Say, very, much moLre=scoan toatl. 


Mr osBrown. ‘Lt (leaves “US sand mrOt@eCoUurse, =yOUr COO Just 
grasping at thin air. This whole pension thing is influenced to a 
fantastic degree by the Canada pension plan. Here you are 
Senuda ring co*scome Up With —sOmMethingeewicnoutesiaving tne base 
established. I don't know how you can report to the Legislature 
until you can find something. 


Mr. Mackenzie: If the Tories take the lead, the Liberals 
will jump on board. That is what I have been trying to tell you all 
along. 


Mr. Chairman: I really appreciate that confidence. 
Mr. Brandt: It was ever thus. 
Mr. Mackenzie: We would even support you. 


Mr} “Ghatrman: “That "is" alimost-*"an™ inspirational burst of 
confidence in the Conservative government. We see the strength of 
the Canada pension plan in terms of ' its universality. I think 
everyone acknowledges that, whether or not people agree on reform 
end lt sotewhat— type of retorm. Gurl tt docs happen tobe ta” plan 
that covers basically all Canadians with the exception of Quebec, 
which has its own plan. Ontario has a special role to play in that 
Canada pension plan, as you know. 
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Mr. Browns» Yous, can veto. it _from ,your. strength. of, peopes 
in numbers. 


Mrs » Chairman: |) That 1951S ¢fright.=1Ontatilo=-fee Pst. acu 
special interest in the subject matter, and this committee feels 
that if itois: going to make recommendations of credibility Ge 
connection with the Canada pension plan, it should have some 
dialogue with the federal people who, presumably, have been giving 
a great deal of thought to changes in the plan. Madame Bégin has 
indicated the importance of pension reform as a matter of federal 
priority. However, we haven't been able to establish contact of any 
meaningful nature with the federal people. 


Mr. Mackenzie: Maybe there iS not enough money in the 
federal budget. 


Mr. .Chairman:»I..am not going to, speculate. 2..just j;want oe 
State the facts. 


Mr. Brown: Maybe we have to wait for Egypt to bail us out. 
Mr. Chairman: Next guestion? 
22:5 OnDis Me 


Mr. Brown:. The. next .question, Mr.. Chairman,..is:,.can you 
tell us what your committee's timetable is, what you hope to do? 


Mr. Chairman: We hope to complete our deliberations by 
tne first week in February and prepare our final report for 
Submission to the assembly when it reconvenes, presumably in March. 


Mri» Brown: , oDO«nyou ,tanticipate theres will. be, provineges 
legislation affecting the Pension Benefits Act in the session that 
will commence before the June recess? 


Mr. Chairman: I would not suggest that I, as a supporter 
of the government or as chairman of this committee, would have any 
influence in that direction, but you can rest assured that I will 
make an effort to ensure that the task of this committee is 
considered and implemented in some respects fairly guickly. 


Mr. Browns. .Thanks you. 
Mr. Haggerty: In the fullness of time. 
Mra< Browns In, thesriud lness.ofstime- 


Mr. Mackenzie: If we do not move this session, we are 
wasting a lot of time and money, and we would hope there are some 
recommendations out of it. I am always a little cautious on that. 


Mr. Boich: I recognize the assembly's concerns are mostly 
policy, but would it be possible in your report to think about the 
implementation of that plan a little more? I would like to focus on 
the young. There is always the tyranny of the majority and we are 
having the tyranny in the marketplace of the majority of the 
population which now is in the 30-year age group. If you look at 
marketing, that is where the marketing is focused constantly. 


sig 


The younger people of 18 to 25 no longer have the majority, 
and that is inching every year away from them. I would hope in the 
implementation of a possible mandatory plan, you would think about 
ways and means of helping young people understand the importance of 
this aS opposed to assuming it is good for them. 


We have sometimes had some difficulty in implementation of 
policies at the assembly level, doing things in the best interest 
of the people but at the same time not helping them understand 
that. That is from a practising administrator. It does cause some 
serious problems and maybe a slight paragraph or two on that would 
be useful in your report. 


Mr. Chairman: I appreciate the message of getting the 
message across. I think it is important to be able to explain to 
people in as simple a fashion as possible what pensions are all 
about or, if you get into the economy, there are messages there, 
too, I am sure, that poth the private sector and government could 
do to assist people to understand a little better. I guess it is 
One of those continuing problems of communication where you have to 
be careful politically that you are not accused of propagandizing, 
but educating or informing. 


I am no expert in that area but I understand what you are 
Saying. I certainly concur there must be some way of getting issues 
Out to the public even though they seem sexless at the moment and 
dull and uninteresting, but nevertheless important and will become 
Significantly more important as time goes on. 


Mr. Boich: I would like to make one other comment about 
whether private enterprise should get directly involved in this. 
When you have a mandatory plan, if that is what you go ahead with, 
I think it ought to be stated that the bureaucracies of government 
do a fine job in making sure that there is eguality. Sometimes the 
private market cannot do it and, as long as it is mandatory, I 
think it should be within the purview of governments. 


I worry about mandatory programs being fragmented in the 
private sector and I have not heard anybody explain how it would 
happen because the marketplace is supposedly based on competition. 
If you have a mandatory program, I fail to see the competition. 
Maybe there is something there I am missing. 


Mr. Chairman: I suppose legislation is mandatory. If you 
are going to legislate minimum standards or requirements, it is a 
matter of developing a set of rules that are egually applicable so 
that competition maybe takes place from there. 


In any event, we are looking forward to some immediate 
improvement of the pension system. Unless there is some 
stimulation, probably coming from government, you are going to wait 
a Plond *"skime..betores; you. getre-that initiative ..onijan individual 
competitive basis in a free market system. Are there further 
comments or guestions? 


Moe MackenzLen) Iltesis vy sjusih> yy CurzTosltys7 761-Aaguess, -dirom (the 
comments you just made. I am wondering what you would think of a 


14 


little more control over the direction of Canada pension plan funds 
into the private sector. I personally happen to think it is a bit 
of a red herring as we hear how the money iS invested now in any 
event, admittedly going through the provinces in most cases, still 
borrowing. 


If ntheres waSea Chattle tstriicter odirection,shpslyousleke, aes 
terms of funds that are available, CPP collections to the private 
sector, would that accomplish or offset in your opinion some of the 
fears or beliefs that we should have more privatization? 


Mr. Boich: People cannot have it both ways. They want the 
government to secure their pensions and their funds and at the same 
time they want government to take that risk on their behalf, rather 
thanwindividuals taking’ the’-riské-I9 doisnot thinki vou caniMhave ae 
both ways. I have never peen upset that governments have used the 
people's money to fund its activities, again that being the people. 


I think there have been attempts by governments to stimulate 
the economy when necessary, aS iS being done now. I am not a critic 
of the government and how it uses its funds. It has been a little 
too sharp. I think the three per cent on certain funds and six per 
cent was a little low, but that has been released. I do not think 
the public can have it both ways. You want the security and it is 
your government that is doing things’ on’ your “behalf.” I have n@ 
GQIiftficuhty tween thas 


Mr. Brown: Mr. Chairman, on behalf O£ the Ontario 
Association of School Business Officials, thank you very much for 
allowing us to be here today. 


ONTARIO ASSOCIATION OF EDUCATION ADMINISTRATIVE OFFICIALS 


Mr. Chairman: We appreciate your attendance. The second 
delegation this afternoon is the Ontario Association of Education 
Administrative Officials. Mr. Lloyd J. H. Campbell is controller of 
finance and plant, board of education, for the city of: North Yorkg 
Mr. John D. Gowing is area superintendent, Northumberland and 
Newcastle Board of Education. I believe Mr. Boich is executive 
director, if I am not mistaken. If you are ready for us, we are 
ready for you. 


Mr. Gowing: Mr. Chairman, members of the committee, my 
name is John Gowing and I am president-elect of what some people 
like to call the vowel association, OAEAO. On my extreme right, you 
have already met Mr. Boich. Next to me is Mr. Lloyd Campbell. As 
you will see before you, from your previous presentation, that 
association and ours have many things in common, not the least of 
which is our executive director. 


Mr. Chairman: You would not call that infiltration either. 


Mr. Gowing: You might possibly be interested to know the 
little differences in our organization. Our prime field of 
endeavour is education in Ontario. The former group represented 
solely business officials in the educational endeavour, whereas in 
Our Organization--other terms you may hear under the Education Act 
and its regulations--the members of our association are supervisory 
officers. The majority in our association would be academic 


£5 


officials, although many of the members of the former organization 
are members of our association as well. We do have business 
officials who are supervisory officers and part of our association. 


3 p.m. 


Vetveupr erly 4 1 would. like. to.offer appreciation to “you for 
the opportunity we have already had to comment on the report of the 
Royal Commission on the Status of Pensions in Ontario and, more 
particularly, for this chance to discuss some issues in person. The 
Chairman of our select committee is Mr. Lloyd Campbell and I will 
have nothing further to say. 


Mr.) Campbell: Mr. Chairman and members of the committee, 
Euusctemot tall 81s would-iike, to make #1 .clear of ‘am .not’ 7a pension 
expert. I guess one of the reasons I have been assigned this 
responsibility on behalf of the membership of our group is that I 
have more than a passing interest in the whole matter of retirement 
policies, the whole matter of retirement planning. As the joyful 
day seems to be coming down the track towards you, it is remarkable 
how your interest intensifies. So it is my privilege to share with 
the committee and discuss a number of items the association has 
discussed through my committee. I have committee members who are 
academic administrators and also committee members who are oriented 
to the business aspects of boards of education in Ontario. 


PechinkeiteLs* imperative thate we begin) to Pook "atythe ywhore 
guestion of retirement policy. We are told, at least I am told, and 
te read= ane a number of articles, “that ‘the ageing “population of “our 
nation is increasing almost in the same proportion as the school 
population is decreasing. It is ironic that we are administrators 
of school systems that are struggling and devoting all our energies 
to coping with declining enrolments. So this is rather a change of 
pace for me to come along and address a committee on a matter that 
aowtate-chne -stage where, *as IL understand jit, dt is «growing, the 
concerns are growing, and I think the economy of the country is 
going to be faced very guickly, from what I am told, with an ageing 
population. As I say, it is rather a change of pace for me and has 
been an enjoyable study. 


I would like to commend the government of Ontario for 
instituting the Royal Commission on the Status of Pensions in 1977. 
T'minot Surprised “it took four years. I would like to commend the 
committee, the chairman and its members, for the very extensive 
research they must have done, and the very careful deliberations 
they must have gone through, to come up with in excess of 150 
recommendations for consideration. One cannot--I must confess I 
have not--read all the volumes. I have concentrated my study 
basically on the summary that has been provided, but I must confess 
the committee has touched on all phases of pensions in a monetary 
aspect, and it has dealt with issues that relate not only to the 
employers but also to the employees. 


I guess my remarks this afternoon are related more to the 
impact of this study on the employee as opposed to the employer. In 
all the discussion that has taken place in recent months, I think 
there have emerged a number of things that have caught public 
accord or public acceptance, and it is generally accepted now that 
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mandatory pensions are essential to any retirement policy of our 
country. No longer can we permit people to float in and out of 
pension plans. No longer can we permit people to have an option of 
ducking out of pension obligations. The issue is clearly before us. 
It has to become mandatory if it is going to be effective. 


I know there © are’ ta® Tot cof publications =louty saying ae 
percentage of the population has no pension plan, or this segment 
has no pension plan or does not have a pension on retirement. That 
is hardly “a “fair criticism” in that many, ofs them dropped” Ouceaas 
elected not to participate in a pension plan that was offered by 
their employer, or on termination did not pursue providing for 
their retirement benefit. The mandatory aspects of the pension plan 
are now clear. If we are going to have universal coverage, then 
this seems to pe one of the elements on which we have _ to 
concentrate. Like my colleague, Mr. Brown, I have some reservations 
in thinking that PURS is the answer to this universal coverage. 
Yes, it. is/universal” in “Ontario, but it does not Contribute OC aa 
mobility of our labour force. 


Also my concern is that an independent businessman may say: 
"The government is looking after pensions now, so I really do not 
have to concern myself with that. The government has provided a 
universal pension plan in Ontario, so that lets me out a little 
bit." I don't think it's as simple as that. We must encourage small 
business to launch into a pension plan for its employees. This is a 
very difficult. thing to. do._It,is. very costly, and how can.a smame 
businessman possibly compete and have to provide a pension for a 
small number of employees? The plan may never become viable enough 
to have his costs at a reasonable level. Nnevertheless, I think we, 
aS a province, and Canada, as a country, have an obligation to come 
up with some incentives that will enable a small businessman to 
establish a pension plan for his or her employees. 


We have all been hearing about a number of creative ideas 
that have been viewed by the public as a disincentive to some of 
Our people through the tax structure in recent months. I think 
egually there can be some creative thinking to establish some 
incentives, something other than being able to write off your 
pension contributions as a charge against your business expense. 
Sure, that's good, but does it go far enough, and is it stimulus 
enough for a small businessman to embark on such a scheme? So the 
mandatory aspects, I think, are essential. 


The other element I would like to talk about briefly is the 
guestion of vesting and portability. In all the reading I have 
done, I do not think there is anything that has caused more public 
concern or focused more on the inadeguacies of our present system. 
The report of the royal commission highlights this. It responded 
very admirably to the terms of reference given to it by the 
government, to examine the terms and conditions of existing 
retirement plans and to evaluate their effectiveness. Surely one of 
the most ineffective features of our present plans is the matter of 
vesting and portability. 


These are not easy issues. You can understand how vesting and 
portability have developed when you go out and hire a pension 
consultant and you commission him to bring to your company 4a 
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pension plan that is both reasonable in cost, something you can 
afford, and at the same time restrains or restricts any liability 
that might otherwise accrue to you as an employer. So any pension 
PLaneconsultant is¥going*to do two ‘things., He ‘ts going to” put “ina 
very high vesting age, which cuts the cost down, and he is going to 
Cut out the portability. These are very real questions. 


Bs 0) heal « 


I commend the committee. I noticed in your first report that 
you recommended to the Pension Commission of Ontario a vesting 
period of five years. More important, I think you have put a rider 
on it that you would like to have this reviewed within the next 
three years. This iS a cautious move. You are recognizing right off 
the bat that this is one of the elements of our system that is 
Wrong ,svand ‘you Yare bringing ittsto “the attention ofs thes proper 
authorities. You are being prudent by saying: "Let's go five years. 
We're not ready yet to go two years or one year or whatever. Let's 
review it." So that is a very positive step forward. 


There must be thousands of Canadians out there whose vesting 
privileges are not meaningful to them any more. The worker has 
personally been financing the mobility of the labour force in this 
country. When you get right down to it, it has become known to 
those of us who have looked into this that when you leave a company 
and you have a vested pension of X dollars, payable at normal 
retirement age, when you look at the cost of that benefit you'll 
find that the employee has basically paid for it himself with his 
interest and his contributions. Your committee has addressed that 
problem: that 50 per cent of the cost of these benefits must be 
paid by the employer. 


The-vquestion “of portabilirty* 1s much more” complex.) I° dont 
know how this can be addressed except in the manner in which you 
have suggested: that the employee take out his pension into an 
registered retirement savings plan and at least have that benefit 
accumulating on his behalf. 


I will just refer generally to the compulsory, locked-in 
vesting that has been referred to. A number of your recommendations 
have endorsed the recommendations of the royal commission on this 
whole matter of vesting, and I think the committee has gone about 
Hetiarmtasuiticen go-pin thisvareaGat, UhisStime...But, it swaproplem 
that has to be addressed more universally; then something has to be 
created and thought about in that area. 


Therother matter that 1 think» was grossly ntair, was the rate 
at. which © ovr benefits or our deposits increased. mie is 
unconscionable, really, to think that employees' contributions 
shoulds pe! allowed to progress. at sthreeliper centiper ‘annum.’ "The 
committee has addressed that problem. 


These are issues that are now coming to the attention of the 
public, issues that were heretofore suspected but not known. I 
think it's important that they be addressed, and you have done so. 
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On the guestion of inflation and indexing, I might just stepm 
back a step. The gentleman over here asked Mr. Brown if we had any 
concerns about the Ontario municipal employees retirement system. I 
think it's a well-funded plan. The only concern I see, and it's 
very prevalent in the business element of our organization, is a 
very severe penalty for anyone who retires before age 65. In my 
capacity as controller of finance and plant I have got people with 
25 years service who would love to retire, and they're now 53 years 
of age. The women's husbands retired when they moved out of town. 
The ladies come and say: "I want to retire." I say: "No, you can't. 
You have to wait until 55." And when they do, the penalties are so 
severe that they can't understand how anyone with 25 years service 
can find himself in the position of retiring at 55 or 57 and being 
penalized as much as he is. 


There's a cost to early retirement, a= veryosreal<cost. "rm 
Saying that in the whole planning, whether it reguires’ an 
additional contribution or whatever, we have to address the fact 
that some people have to retire before age 65, and maybe some 
consideration could be given to giving a measure of relief to 60 or 
62, following 20 or 25 years of service. OMERS does have a plan 
Such that, with 30 years service, you can retire on full pension 
without penalty. In the group of business officials I represent 
there are only a handful of people--Jack Brown is one of them--who 
had over 30 years service. Most of us came into the business in a 
consolidation of school boards in 1969, and you'll know that about 
400 boards in Ontario were consolidated into--what, John, 130, 140? 


MiipiwibOUCh.:<Tt. i sakes. 


Mr. Campbell: When that happened many people came _ into 
the system in mid-stream. Most of us have, say, 20 or 25 years 
Service, maybe less than that, and if; they want to go .out tha 
penalties are very severe. But maybe something could be given to 
that aspect. I do support the idea that pensions for early 
retirement should be funded. The association, I think, endorses 
chatpppanei pe. 


Ome ther smatters ofeninflation bands indéxing;, .-friam sure Yoh 
committee has heard many, many arguments for or against this whole 
issue. I am pleased to note that your committee and also the royal 
commission endorse some form of indexing, and they are Suggesting 
the excess interest element of the investments as the means by 
which you can fund this. This is a reasonable approach; it's one 
that can be afforded, and our association would endorse that 
wholeheartedly. 


I would like to see it become mandatory, not Optional. «titi 
being done optionally now in so far as people can handle it. I'd 
like to see it become mandatory that excess interest be applied in 
this way so that employees are not held in limbo. The royal 
commission suggesbed that these matters should be negotiated. In 
PING pl cunt hat 6 aright. Tucan stant. wat ; except that the guys 
coming up for retirement are a small portion of the total 
bargaining unit. What chance have they got to negotiate this 
element into their contract when maybe 60 or 75 per cent are five 
Or 10 years away from retirement? So the principle is right; @ 
think the practicality might be hard to implement. For that reason 
I think we would like to see a mandatory provision that the excess 
interests be applied in this manner. 


He 


On the guestion of survivor benefits, we do endorse the 60 
per cent rule for the survivor. We would like to see survivor 
memberships mandated. The employee should not be given the choice 
Be Cay inoreves, #1 will wcake this" or "No, Tiamonotegoing to take the 
AJOLRtC Survivorship planw s He = shouldn*t**have>'to say that. © Iniemy 
view, if he is married and has a spouse the obligation is there. 
It's easy to say: "Oh, well, somebody else will look after us." No, 
I would like to see it mandated so that there is no choice. And 
most public service plans, you will know, are that way; there is a 
joint survivorship plan. In private plans, by virtue of the costing 
components, there is an option given in that area, and I'd like to 
see that made a little less flexible to the people. 


Myre’ Charprmans If-a “mightlinterject ‘at<this=poimt, maybe “1 
could comfort you by suggesting that this recommendation and others 
were advanced with the idea that they would be legislated as 
minimum reguirements recognizing the importance of a survivor 
having some income. Insurance policies have statutory conditions 
that follow as a result of the law. I assume that maybe there would 
be some basic, minimum standards that would be implicit in every 
pension plan as well. I'm just making that editorial comment, ys Od 
may. 


3:20 p.m. 


Mr. Campbell: I have very few other comments to make, 
Others than,.. an. the \general..comments, Ij think |» the association 
prefers a defined benefit plan to the other suggestion of a defined 
contribution plan. The reasons are that the employee really doesn't 
know what his pension is going to be on a defined contribution 
plan, and also the report indicates some 92 per cent of the pension 
plans now in existence in Ontario are defined benefit plans. This 
is clearly accepted by employees and employers as being a good 
arrangement. I think it would be a retrograde step to impose a 
defined contribution plan. So our association supports the defined 
benefit plan. 


The mandatory retirement guestion is something I would like 
to see left up to the employee and the employer. As it is now, the 
normal retirement age of any employee is 65, but I imagine any 
employee who can give a convincing argument or some benefit that is 
unusual in its aspect could have his employment extended if there 
were extenuating circumstances. On the other hand, I think Pies 
normal and I would like to see this a matter of negotiation between 
the employees and the employer. I wouldn't want to see it mandated. 
We -would like to see it freer. 


The royal commission did address the guestion of funding OL 
pension plans. All I would like to add at tis, polnte us thats we 
would like to see them more self-supporting than they have been in 
the past. We would like to see the investment policy diversified 
into marketable securities and so on, as is recommended by the 
royal commission. I really haven't any economic statistics on this 
and I am aware of the impact it might have on the economy of the 
country, but we would like to see a greater Soncribution 40n.. the 
part of the government to the private sector in the investment of 
the proceeds of its pension funds. We would like to see governments 
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take more of a leading role in this matter, but once they do that, 
it has an immediate impact on the economy and it may not be in the 
best interests. But as a principle, we would like to see them take 
a more aggressive role in supporting the private sector of our 
community through the investment of their pension funds. 


The last thought I would like to leave with the committee is 
that all the literature I have read seems to indicate the public 
wants something done now. I would like to see the Canada pension 
plan expanded. I mentioned in our brief that housewives should be 
part of the Canada pension plan. Why not? They contribute to the 
economy like anyone else. They are an essential element in the 
national product, whether we like it or not. You can't measure it 
but it is there. Why should they not be part of the wealth of the 
nation? Our group supports that stand. Also the disabled person 
must have dignity as well as the rest of us. Surely it is incumbent 
on those of us who have health and regular work to assist in this 
area. Personally I would. support it...I think my group does. too asia 
general, philosophical outlook. 


Mr. Haggerty: You mentioned bringing the housewife into 
the Canada pension plan. Has your group considered any procedure to 
aqovenes? 


Mr. Campbell: Yes. I see no reason why a family should 
not be permitted to contribute both the employer and employee 
portions of an amount of money, whether it is the average 
industrial wage or whatever, to the Canada pension plan. 


Mr. Haggerty: You.are talking about a person in a smalJ 
business, a store operator, who has a wife who works in the store 
as well as he does, but what about a housewife? 


Mr. Campbell: Why should I not be able to buy a pension 
for my wife? I have no means other than an RRSP that is cut off at 
$3,500. 


Mr. Haggerty: How would you bring it in under the Canada 
pension plan? 


Mr. Campbell: Register .it. 


Mr. Haggerty: Register it, ‘but. how. would “they. contribuce 
and what amount of money? 


Mr. Campbell: Just send the government a chegue. On a 
fixed amount of money, whatever rate you wanted to value it at, say 
$10,000 a year, you send the maximum amount into the Canada pension 
plan for both the employer and employee's share. A family would do 
that. You pay your way just like anyone else. Therefore, why would 
you not be entitled to a pension? 


Mr... Haggerty: 1. .agree, with. jyou, ~ibut,. ly am just). try ings 
find a method. 


Mr. Campbell: That would be the method. 


Mr. Haggerty: That is what you are suggesting. 
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Mrwee Campbell: “As?y 1Wetnderstarnd’ it, ‘all \ "three “political 
parties in Ottawa have endorsed this concept, and I think if it is 
Supported, it will go. I don't see any reason why it shouldn't go. 
It is deplorable what we have done to the women of this country on 
pensions, and I would like to see some action taken in this area. 
The argument against it is that you are discriminating between 
people who can afford it and people who can't afford it, and that's 
BS Vallaepornt. 


Mr. Haggerty: There are many housewives who would prefer 
to stay home and raise children and leave it to others to go out to 
WOrk. 


Mr. Campbell: Mr. Chairman, T sole SOGCY tlt nave w. GONG gua 
little longer than I anticipated in my review but if there are some 
guestions you would like to ask, I will attempt to answer. Thank 
you very much for the opportunity of presenting our brief to you. 


MreeseCharrman:seethank Myous’ © Did’? Mrs Boch <“wish bro’ © vadd 
anything, or Mr. Gowing? If not, then maybe Mr. Haggerty could 
Carry on with his guestioning unless he's finished. 


Mr. Haggerty: No, I just wanted to follow up the guestion 
of just how we could phase it in. I have heard other witnesses 
before the committee suggest the housewife should be included under 
the Canada pension plan, but they never give any suggestions as to 
how you go about bringing them in. I have seen studies and reports 
that show what the housewife does for the family is itself worth 
more than $10,000 a year. 


Mr. Campbell: I haven't really thought out the mechanics 
of this, Mr. Chairman, but it seems to me we have the mechanism in 
this country to keep track of people for tax purposes and their 
dependants and so on through tax computer technology. I would 
Chinkp ate he tame .you- file your . tax” retCurn=or--—some time, a 
mechanism could be established in which, if you want to register 
your wife for Canada pension purposes, you could be accorded that 
privilege. 


I'm not saying it should be a taxable deduction necessarily, 
but I think an opportunity should be given for a family to provide 
in some measure for the retirement benefit of the housewife. As to 
the actual mechanics, I think this is a matter that could be worked 
out through the computer technology now existent.’ We are ~all 
registered through a social insurance number and I Chinkepour tax 
returns indicate our status. Maybe some creative thinking could be 
done along this line to make it possible. 


Mr. Boich: For some time, our association has had a small 
problem we haven't been able to resolve. We have talked about it 
with the Ministry of Education, both with Mr. Wells and Dr. 
Stephenson.’ It--is that. legislation permits people to become 
Supervisory officers through two routes, one where you are an 
academic coming as a teacher, the other where you are coming as 
somebody like Lloyd Campbell and Jack Brown. They have different 
pension plans and that causes the association a’ “great deal of 
difficulty where you have colleagues with the same status having 
different pension plans. 
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If they do not happen to be teachers, they cannot get into 
the Teachers' Superannuation Act. Yet we find people in community 
colleges, who do not have a teaching certificate, are able to make 
some kinds of adjustments within the Ontario municipal employees 
retirement system so they have a parallel program to the teachers’ 
Superannuation fund. That gives us some great difficulty because 
Our business colleagues, who are supervisory officers and senior 
executive officers of school boards, are penalized. 


We would like you to look at those pieces of legislation 
which do not transact into what we think is a fair and equitable 
Superannuation, or a pension plan. It is» very difficult accepting 
that when we see 22 community colleges with many master teachers 
who have no teaching certificate able to do that, whereas a 
Supervisory officer who happens to come from a business route and 
does” not. have any, teaching certificate “is mot -abletto: doy tham 
There is something incongruous about that. 


As you know, with senior executives, one of the different 
things that happens perhaps does not happen with middle management 
in other places. These are really seven-day-a-week employees and 
work different hours than most people in our society, who have some 
concerns about a small group of people. There are only about two or 
three .per “board and, “bb. you -took the 185° boards, ~ you "migncwae 
talking about only 250 people. 


We feel there is a sense of discrimination. Both ministers 
felt they could not deal with it because of the Haley commission 
and pecause of you deliberations. It is only a very small group, 
but there is some sense of discrimination on behalf of those people 
who, are thelr direct colleagues. 1 Knowgit 16 ditticult tor you. 


Mr. Chairman: I almost said that the reason for delay 
will no longer be valid pretty soon as the Haley commission's work 
is completed and this committee's work will soon be completed. Mr. 
McClellan wants to chair another committee reviewing our report. 


Mr. McClellan: We will think of something else. 


Mr... Chaltman: . 1. do =not_" think *sO.” 1 sthink “we "are =a 
anxlous to see some positive steps and action instead of more 
words. Are there further questions from members of the committee? 


Mr. Williams: One’ small point, "Mr. Chairman: ~7On © thoam 
Specific recommendations that you singled out as ones you did not 
concur in, you were touching on that a few moments ago with regard 
to the women and the homemakers and so on, and you made reference 
Specifically, to >the recommendation; that. theresebe-now credum 
Splitting. on davorce. 


The royal commission, of course, made a number of 
recommendations that would probably upgrade the existing situation 
as it exists under our family law reform legislation but, at the 
Same time, as I recall, they were taking the position that credit 
splitting is more a matter of decision by the courts rather than by 
fixed legislation as to what division of interest would be in the 
event of divorce. 


Pil 


I do not know they were necessarily avoiding the issue but 
felt there were legitimate areas of responsibility here. To show 
their real concern in this area, I think their recommendations 145, 
46, L4/—-and “147 of “course” deals with this matter’ that "Ontario 
should take no new steps to support the use of assumed need arising 
from martial status as a basis for employment pension design." 


In these areas, I think the commission saw there was 
certainly a changing social dimension here as far as the women in 
the> ‘labour force and their: individuality was concerned. They are 
Suggesting making some positive recommendations but, with regard to 
Poawesone Dartaculan "provision, inctssingling ‘that’ Tout7;7el think’ .one 
could conclude the report was not sensitive to that issue or not 
Supportive OL women’s position, which -bado mot bthinksers;> an? the 
overall, the view of the royal commission at all. Would you care to 
comment on that? 


Mr. Boich: The problem with your question on behalf of 
the association is that it has not been discussed in the depth it 
should be, except there is both a joy and a tyranny in marriage and 
Pemioecic cyvrdily ctiact 1S ‘OL great~concern ‘to-=us. 


That a woman or a man should be dependent on each other in a 
very brand new age in which, regrettably, divorces are becoming 
more common, takes you into some very interesting dark alleys, not 
the least of which is the tyranny of the woman having very little 
income, and therefore some sort of pension or protection is 
necessary, and the tyranny of the man of having to split it up and 
having Piterallyeno life.” There is -novconclusion -torit, “andithat is 
why Mr. Campbell hammered on the CPP as being very important so 
that there would not be that tyranny, particularly of women, that 
they would have some security. 


Income splitting is a very interesting area. I think the 
Pourtsmravcemamevery difricult time with §it, of “not imposing “a 
tyranny on either the man or the woman. Maybe if you keep away from 
income splitting, which the commission has done, and you focus on 
GPP, »you’ begin’ to look at the’ tyrannyutthat canbe imposed on  %an 
individuab,. 


TE you take’ a” position that there will be no divorces, of 
Gourcse, eunere bs Joys and’ “you's do note haven ito “worry” about” the 
tyranny. Then you have another form of tyranny. The point of fact 
is our society, rightly or wrongly, does have that problem and it 
is an -awlul- “problem. I do! not“*thinketa®twoman,/° particularly ~the 
housewife, should be exposed to that tyranny. She should have some 
sense of independence and security. At the same time, I do not 
think a man should also have another kind of tyranny. "What is 
fair?" is the question we are trying to answer. It is obviously not 
fair for the woman right now in some ways. 


Mr. Williams: I do not disagree with what you are saying. 
I just think the observation you make is perhaps simplistic in the 
sense it suggests, again, that the commission was not sensitive to 
that problem and aware of the changing social circumstances. I 
think they made some very constructive recommendations with regard 
to amendments to our existing legislation that would, for instance, 
treat pensions as income in retirement which would be a source of 
Support, which at present they are not. 
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That is one example. It would be a great breakthrough. In 
this .day..and..age.i:there.,.are cases ,where the . woman, ..is - the 
bread-winner in the family rather than the husband, or is bringing 
in more income than the husband, so a straight 50-50 splitting of 
interests does not necessarily hold as it might have been conceived 
to have been the appropriate approach 10 or 15 years ago. 


I think it was to that particular new dimension that the 
report addressed itself. Each one of these cases almost has to be 
considered on its individual merits as to what the division of 
property assets will be where there is a divorce. While the pension 
would be part of that assessment, as jie @shoulda tT be; ruck  wouldenot 
necessarily be down the middle, given the individual circumstances, 
no two cases being the same. 


Mr. Boich: My greatest concern is for those people who 
could not afford an add-on at their income level. They need every 
dollar to survive. It is that group--I don't know what percentage 
but I would suspect a large percentage. Maybe you are going to have 
to start to look at the idea of a built-in pension where--this may 
be even advocating divorce--depending on how many yearS you were 
together, that pension would go with the wife and the husband in a 
kind of way that would be built-in rather than add-on. 


BAO) pea. 


I don't want to pursue this too much because you get into 
deep trouble. I am really worried about the group on the add-on 
which Lloyd mentioned that couldn't afford it. The rich get richer 
and the poor get poorer and I don't think that is in our best 
interest in society. There is that widening gap; you and I know, 
the people are really stretched, particularly today. To become both 
an employer and employee for benefits for the housewife, that would 
be an additional sum which would be very difficult. 


Mr. Williams: Grappling with the problem of the permanent 
part-time worker iS complex enough but dealing with the nonsalaried 
worker is even more difficult. We realize at the same time we must 
address ourselves to these problems because they are _ really 
important social issues that the pension field mustn't ignore. 


Mrs ‘Boich? o-That-<iss»the,5 exciting’ part “of sheing fon the 
committee, aS you are. You give your additional time and try to be 
as creative as you can. I don't think anybody appreciates the 
social dilemma you are going through. It is very difficult. 


Mr. Chairman: We won't explore negative income tax then. 
MrwaiBoich: sIFidonUvrwanteto, get) img.there. 


Mr. Chairman:. Okay. You are saying this, Mr. Williams, 
not as an authority on tyranny now. 


Mr. Williams: No. Both your submission and the preceding 
Submission were sort of unigue in that you were both opposed to 
PURS while adopting the mandatory aspects of it. That was rather 
unigue. Some people have either rejected it because of the 
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mandatory feature, which is the main element of it, or supported 
it. Here you seem to be rejecting it simply because it was not 
nationalistic in scope. Otherwise, you were supportive of the 
principles in PURS, which is that mandatory feature. 


Mr. Chairman: Gentleman, we appreciate your attendance 
this afternoon and thank you for your time. 


That concludes the delegations for this afternoon. Are there 
any other items of business before we adjourn? I am going to have 
to do some rescheduling in terms of additional attendance that will 
be accommodated as a result of the request by Mr. Gillies. We will 
try to arrive at an updated agenda. 


MipeeiGiiiiess ol ‘thank syOUlslOm tbat ie wOndermull, @ in | your 
consideration Of the scheduling matter, once it has been disposed 
Of as to where that delegation would fit in, you might give us some 
guidance on the proceedings of the committee from January 27 on. If 
we are not going to Ottawa and don't have an opportunity to meet 
themeederal, officials, will ‘we -then suse sevenjor (eight ‘days §to 
consider the final report? Or could we perhaps not sit Thursday and 
Friday, January 28 and 29, and come back at 1t for a full week or 
something of that nature? 


Mr. Chairman: As you will recollect, we backed up some of 
those delegations in order to free us as much as possible towards 
the end of our sittings so that we might consider in some depth the 
Subject matter of our deliberations. We have pretty important 
areas--the public sector, PURS, the Canada pension plan, and so on. 
That was the time schedule I thought I would give some attention to 
in accommodating your particular request and giving some direction 
to the committee in terms of the balance of its timetable. 


; Mr. McClellan: There is just one problem with respect to 
the scheduled session on February 5. You may or may not be aware 


Mr. Mackenzie and I will not be here. That is the opening day of 
our leadership convention. 


Meee Chairman: “Let us take a WPooks fat that. 1 think maybe 
pomecanmiacsurem= you, (Mr. McClellan; es sthac | we. swon t= make “any 
recommendations in your absence which would increase the length of 
your-- 


Mr. McClellan: Moustache? 


Mr. Chairman: --moustache. We wouldn't want to do that. I 
think in the spirit of co-operation we want to make sure we are all 
present when the decisions are made. We will accommodate you. 


Mr. Cousens: It would seem a good part of the writing 
could be prepared for the committee to start looking -at the 
recommendations we want to make starting around February 1 and then 
proceed from that. 


Mr. Chairman: I am hoping we will be in a position to 
have some material to form the basis of discussion and subsequent 
recommendations by then. 
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Mr. McClellan: We have already started working on our 
dissent. 


Mrs Cnairman: i avoided the word "dissent" and 
Substituted "moustache" in my previous reference to increasing the 
length of your dissent. We won't do anything in your absence that 
would extend any perceived dissent. We hope there isn't any 
dissent, but there may be. 


Mr.  Gilliés: I can*t imagine that “this -committee: ‘woumm 
ever produce dissent. 


Mr. McClellan:* I-'can*t ‘eather°ebuts 7 +-thought.*thac, wre 
time too. 


Mr. Chairman: If there are no further matters, then the 
committee stands adjourned until 10 o'clock tomorrow morning. 


The committee adjourned at 3:50 p.m. 
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Thoscomittee. met. at 10:09 -ascm..in.room No. 151. 
ONTARIO TEACHERS' FEDERATION 


Mr. Chairman: You now have in your binders exhibits from 
the last day. 


Exhibit 158 is the Ontario Nurses' Association submission. 
Exhibit 159 is the Canadian Chamber of Commerce submission. Exhibit 
160 is a summary of the presentations of January 14 and January 15 
by the committee's research officer. Exhibit 161 is the brief of 
the Ontario Municipal Retirees' organization. Exhibit 162 is from 
the Canadian Pension Conference, a memorandum, dated January 14, 
1982. Exhibit 163 is a letter dated January 19, 1982, from the 
chairman of your committee to the Hon. Monique Begin. 


Exhibit 164 is Bill 15, An Act respecting the Abolition of 
Compulsory Retirement and providing amendments to Certain 
Legislation of the National Assembly of Quebec. Exhibit 165 is the 
report, dated 1979, presented by John W. S. Arthur of the Canadian 
Pension Conference and exhibit 166 is a letter dated January 14, 
1982, from R. L. Kayler, executive vice-president and general 
counsel and this is the Life Underwriters’ Association of Canada. 


This morning we have with us the Ontario Teachers' Federation 
and that's exhibit 117 for those of you who would like to turn to 
that submission. We have Mr. George Meek, the president, and to Mr. 
Meek's left is Terry Mangan, chairman of the task force on the 
Royal Commission on the Status of Pensions, and to his left is 
David Aylsworth. Is that correct? Welcome, gentlemen, and we are 
now in your hands. 


Mr. Meek: Thank you very much, Mr. Chairman. I want to 
take the opportunity to introduce a few people who are with us this 
morning. We have mentioned Mr. Mangan. We hada: taskforce of five 
people along with the executive assistant from our own office, Mr. 
Aylisworth, “who” -put together” a brief which came through our 
executive to this committee. Mr. Mangan is with the Catholic 
teachers' organization in the province. Also we have Joan Byrne, 
sitting behind me, from the women teachers; Marc Cazabon from the 
francophone teachers; Ralph Connors from the OSSTF and Mr. Burleigh 
Mattice from the men teachers' group. Also we have with us this 
morning our actuary, Kees Hartog. 


We understand that the teachers' superannuation fund is 
Dropabiviyevel, not..in, fact, ‘the largest pension plan in this 
province. It has essentially been in place--it has certainly one of 
the longest histories--since 1917 and in starting out my comments I 
will only refer to these matters but I would refer you to appendix 
A and B of our brief in which appendix A talks about the teachers' 


2 


superannuation, the basic plan, and some of the elements of it and 
the superannuation adjustment fund and some of the elements of that. 


I refer you also to appendix B on page 15 and 16 where the 
recommendations that OTF made to the royal commission on the status 
of pensions in January 1978 are listed. Some 22 resolutions or 
recommendations to the commission are listed for your information. 
Obviously, since that time we have taken the report and analysed it 
and made some additional recommendations which we are going to 
discuss with you today. 


The Ontario Teachers' Federation welcomes the opportunity to 
submit to the select committee its opinions and comments concerning 
the report of the Royal Commission on the Status of Pensions. It is 
not the federation's intention to address all of the issues raised 
by the royal commission but rather those related to public sector 
employment pensions in general, and the teachers' superannuation 
Plan in particular. Notwithstanding these limitations, certain 
issues which transcend the area of employment-related pensions have 
also been addressed. The federation's comments are predicated on 
the assumption that old age security, OAS, and guaranteed income 
supplement, GIS, and guaranteed annual income systems, Gains, and 
Canada pension plan, CPP, will continue to exist either in the 
present or modified forms. 


One of the important issues that we want to address as the 
Ontario Teachers' Federation is pension adequacy. It iS our 
perception that this is not dealt with very substantially at all 
within the royal commission report. 


The commission began its examination of adequacy by 
considering minimum acceptable levels and poverty lines as 
suggested by several groups. Finding no sound basis in principle 
for selecting one to the exclusion of others, the commission 
determined empirically that the available income from” ale 
government programs in 1978 for a married couple, both 65, one of 
whom has been employed at the minimum wage, was adequate. 


Available income to this couple, $8,403 per year, was made up 
of income from OAS, CPP, GIS, and Gains, plus property and sales 
tax credits,.. less_ income. tax. It .should .be noted that-_foce 
pre-retirement income at this level, post-retirement available 
income, or net income, was actually higher than combined proceeds 
from those four plans. An available income of one half this amount, 
plus one sixth the difference, or $4,902 annually, was judged to be 
minimally adequate for a single person. 


A variety of post-retirement income levels and net 
pre-retirement replacement ratios was examined for pre-retirement 
income levels up to the average industrial wage. The commission 
concluded that increases to certain allowances, effected initially 
through the Gains program and later through GIS, were the most 
effective way of ensuring that available income levels for all 
Ontario seniors would be minimally adequate. 


While the commission's analysis of minimal adequacy levels of 
available income where pre-retirement income levels are at or below 
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the AIW is quite thorough, adequacy beyond minimum standards is 
addressed only in terms of a general objective--to replace a 
measure of pre-retirement earnings and thereby assist individuals 
to maintain their living standards. 


We underline the next few sentences. OTF believes that for 
individuals with incomes approaching or exceeding the AIW, who 
belong to employment-related pension plans to which they personally 
Make significant contributions, the adequacy level of available 
income from OAS, CPP and the pension plan must be full replacement. 


The 1978 study, Canada at the Pension Crossroads, completed 
by Towers, Perrin, Forster and Crosby for the Financial Executives 
Research Foundation, revealed that for pre-retirement gross incomes 
in the $15,000-$30,000 range, an earnings-related amount equal to 
56.5 per cent of gross earnings in the year preceding retirement 
was required to achieve the desired replacement. It is useful to 
note that with sustained eight per cent salary increases, a 2 per 
cent per year, best five years' average earnings plan produced a 
pension for 35 years' service which is 55.9 per cent of the final 
year's salary. 


Section B on money purchase versus defined benefit plans: The 
report of the royal commission takes pains to articulate the 
shortcomings of the defined benefit plans while cataloguing the 
virtues of money purchase schemes. In its enthusiasm to advance the 
concept of a provincial universal retirement system, PURS, the 
commission failed to emphasize the positive aspects of proper 
pension planning under final average earnings plans. 


When selecting a pension plan structure for any employee 
group, the course followed should be one that best provides for the 
needs such as coverage, portability, vesting and adequacy, while 
minimizing disadvantages to that group or any portion of it. For 
certain homogeneous groups, such as teachers, these needs are best 
met with a defined benefit plan. 


With the teachers' superannuation plan, coverage is universal 
and portability guaranteed within the province's publicly supported 
education community. Reciprocal agreements afford teachers 
excellent portability within the Canadian public sector, as well as 
a measure of private sector portability. Plan-specific withdrawal 
rates, developed in conjunction with the valuation of the teachers' 
Superannuation fund, indicate that very few teachers leave the 
profession after obtaining five years' credits in the fund. Hence, 
several of the commission's objections to defined benefit plans 
have limited validity for teachers. 


10:20 a.m. 


However, it is with regard to adequacy that a final-average 
Plan is clearly superior. The teachers" superannuation plan 
provides each teacher with a known, defined benefit, indexed prior 
to retirement to the wages earned by the individual during his or 
her ®'final<'vears “of “employment and “after retirement” by ~ the 
provisions of the Superannuation Adjustment Benefits Act, SABA. The 
benefit is of sufficient value that when considered in conjunction 
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with the old age supplement and the Canada pension plan it will 
provide the full-service teacher with a retirement income which 
will permit the individual to maintain his or her pre-retirement 
Standard of living in retirement. In marked contrast, a participant 
in a money-purchase plan is unable to gauge the adequacy of his or 
her entitlement until the last few years of employment, when it is 
frequently too late to influence the outcome significantly. 


Public sector employment-related pensions plans: There are a 
number of subsections to this. The commission based its assessment 
of public sector employment-related plans oon three general 
principles. If the recommendations for public sector plans are to 
be assessed adequately, each must be evaluated in light of the 
principles on which it is predicated. 


The first, that public sector plans should be regulated on 
the same basis as private sector plans, has an initial appeal in 
that public sector plans are really just one category of employment 
plans. Rules for vesting, lock-in and disclosure should apply 
equally to all plans regardless of sector. However, when issues 
such as the amortization of initial unfunded liabilities and 
employee rights upon plan termination are considered, the principle 
begins to break down. The ongoing nature of the employer in the 
public sector plans permits more flexibility in regard to the 
financing of adjustments for inflation. 


Superannuation Adjustment Benefits Act: Presumably, it was 
this first principle, a concern about the security of pension 
promises and the belief that all employment-related pensions should 
be similarly structured, that led the commission to make its 
recommendation to discontinue the mechanism contained in the 
Superannuation Adjustment Benefits Act--I think I should point out 
that we disagree here in our presentation with at least one other 
public sector group that has appeared before you--for the provision 
of post-retirement adjustments for public sector employees. 


The government, however, iS not just any employer but an 
entity that will continue to exist as long as the society that 
sustains it. The blind application of an equal-restriction 
principle to public sector pensions makeS no more _ sense _ for 
post-retirement adjustments than it does for plan termination. SABA 
must be evaluated in the context in which it exists, not on whether 
Or not the concept can be successfully applied in other segments of 
society. 


Arrangements under SABA most clearly resemble those of the 
Canada pension plan. Both are funded on a modified pay-go basis; 
each is contributory, with the employee and the employer providing 
Matching amounts; and in both instances it was known at the 
inception that initial contribution rates were inadequate and 
eventually would have to be increased. Both are monitored regularly 
and each is financially healthy. Last but not least, the stability 
and ongoing nature of each is ensured through the participation of 
the government. 


While this comparison of CPP and SABA may be useful for 
gauging the stability of the plan's design, it does not address 
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directly the commission's proposal for post-retirement adjustments 
to public sector employment-related pensions. To do so requires 
Critical examination of objectives and current standards within the 
pension industry. 


No one who has considered the plight of individuals on fixed 
incomes during what has become a prolonged period of accelerated 
inflation can deny the need for a mechanism for the maintenance of 
spending power. Inflation has the potential to destroy in a few 
short years a lifetime's planning and saving for a _ secure 
retirement. Programs designed to address these needs must be 
critically examined with regard to the cost as well as to adequacy. 


The commission's Own analysis concluded that programs 
designed to provide minimally adequate levels of retirement income 
should be indexed to the consumer price index with periodic 
adjustments to reflect changes in wage rates. Unfortunately, its 
treatment of the need for value maintenance of income from other 
than governmental programs is neither as thorough nor as insightful. 


Under the commission's proposal, ad-hoc increases can 
continue to be funded on an after-the-fact basis while the costs of 
all planned adjustments must be recognized and pre-funded. This 
broad-brush assertion that one standard of funding should exist for 
all planned benefits regardless of the security of forecast, 
uncertainty of contingency or circumstance of employment does not 
withstand careful scrutiny. Rejection of SABA because of its 
failure to comply with this single, subjectively determined funding 
Criterion cannot be justified. 


If the SABA approach were to be discarded, what options 
exist? The technique most frequently employed is the concept of the 
ad-hoc increase. In the private sector some firms pay ad-hoc 
adjustments as an ongoing salary. However, most larger firms make a 
supplementary benefit declaration under an existing plan. In 
instances where the adjustment benefit results in an unfunded 
liability the Pension Benefits Act permits either pay-go funding or 
amortization over a fixed period. 


As the need for subsequent adjustment becomes obvious several 
important questions concerning this technique arise. At what point 
does the sequence of ad-hoc adjustments become an accepted 
practice?» “When -is= the anticipation,sof a» series). of ..further 
adjustments created? When can the pensioners afford to spend the 
increases rather than save for a future that promises to be even 
more financially restricted? 


By comparison, the SABA approach is far more rigorous and 
disciplined. It is based on regular forecasts and offers the added 
advantage of providing the pensioners with a measure of financial 
security. I would underline that statement to you. The other 
option, and the one endorsed by the commission, is to provide for 
escalation within the basic plan. If the primary objective of this 
proposal is to identify, anticipate and fund costs associated with 
benefits before the fact, certain fundamental questions should be 
resolved if the proposal is to be evaluated effectively. 
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Is the pattern of inflation which has emerged in the 1970s 
and the early 1980s the beginning of a trend or a brief anomaly? 
More to the point, what is the appropriate inflation assumption for 
valuing a pension plan? North American plans typically are valued 
with long-term inflation assumptions in the two to four per cent 
range, while assumptions in the seven to eight per cent range are 
not uncommon in Europe. 


The question of appropriate inflation assumptions becomes 
even more important when escalation provisions are included as an 
integral part of the basic plan. If assumptions are too low the 
benefits will be paid for after the fact through the amortization 
of unfunded liabilities; too high and current consumption will be 
constrained through unrequired forced saving. 


Last but not least are the societal considerations that 
surround the funding of post-retirement adjustments. Who should pay 
for these increases: the current worker, who has some ability to 
counteract the effect of inflation, or the retired individual on a 
fixed income, who®*tis ‘notonly? victimized + by °unflation™ but Fiala 
unable to protect himself from it? To what degree should today's 
workers or pensioners sacrifice current consumption to protect 
themselves against the prospect of future inflation? If pensions 
are indeed deferred income should not the employer, who retains 
custody of these earnings, be charged with the responsibility of 
Maintaining their value? 


The SABA approach is a compromise between two funding 
extremes. I think this next section is very critical. It permits 
flexibility in dealing with an uncertain economic element, an 
element that as yet has not a proven historic permanance. In the 
private sector, employers deal with this uncertainty on an ad-hoc 
basis. By contrast, SABA is a regular approach based on forecasts 
of inflationary trends. Its flexible nature and ongoing monitoring 
permit plan modification as experience and updated forecasts 
indicate. Incorporating full indexing within a basic plan would 
require an a priori judgement of a cost element that is difficult 
to quantify. 


In the private sector costs normally are assumed entirely by 
the sponsor, whereas with SABA the employees pay half. The 
federation believes SABA to be a fair and responsible mechanism 
which permits the plan sponsor and the participants to deal with 
inflation-related costs as they emerge. 


Cost control: The second of the commission's principles for 
public sector pensions, that public sector plans should not lead 
the private sector plans in benefit provision but should be 
designed to achieve an overall parity with private sector plans, 
when considered in conjunction with the third principle, that 
effective cost control of public’ sector ‘pensions must ‘be 
implemented and maintained, implies not only that public sector 
benefits are superior to those available in the private sector but 
also that the costs associated with public sector plans are 
unchecked. 


The evidence the commission is able to assemble to support 
these positions is less than convincing. That recommendation 128, 
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which begins with the words: "The government of Ontario should seek 
to achieve parity with the private sector in total compensation of 
its employees," is based more on emotion than evidence becomes 
obvious when considered in the light of the statement on page 146 
DE volume Six of the report to the effect that’ "Whether ‘the 
government is leading the private sector in total compensation is 
beyond the competence of this commission to assess." 


20:30 ' am. 


The critical questions in assessing public sector pensions 
relate to the assessment of needs, plan design and assignment of 
costs. The federation believes that the employment-related pension 
Plans should be designed so that in conjunction with OAS and CPP 
full replacement of available income is provided for full-service 
teachers and that this income is protected against inflation. With 
some amendments the Teachers' Superannuation Act in conjunction 
with SABA provisions is capable of providing retired teachers with 
Bias 'kind=tofeebenefit.: «<A. contribution<watejof?) seven »per® cent 
deducted from gross salary is tangible evidence of the degree of 
the teaching profession's commitment to this program. 


tinewterms <ofivemployer costs,..therplO78s vallationy-cof£, the 
teachers' superannuation fund estimated entry age normal costs at 
12.7 per cent “income. With a teacher contribution rate of six per 
cent to the basic plan, long-term employer costs of 6.7 per cent 
are hardly out of line with private sector costs. 


While the federation has some sympathy for the stated intent 
of the commission's recommendations to assign a control function 
for public sector pension plans to the Management Board it is 
‘unconvinced that the Ministry of Treasury and Economics is not 
fulfilling already many of the functions described. Government is 
not a victim without defence; it presumably is aware of the cost 
implications of its actions. 


Diversification: The Ontario Teachers' Federation concurs in 
‘the commission's recommendations that the assets of public sector 
funds should be diversified. The federation presently is carrying 
On a series of discussions with representatives from the Ministry 
of Treasury and Economics and the Ministry of Education concerning 
the possibility of diversifying the investment of the assets of the 
TSF. To date, the technical feasibility of diversification has been 
investigated and no major impediments discovered. The federation is 
hopeful that it will be able to develop with the government a 
mutually satisfactory arrangement for diversifying the fund's 
assets. 


I would further like to read into the record at this point 
something that is not in the brief. There is some indication that 
the government may withdraw from diversification discussions if 
teachers do not agree to transfer the sponsorship of the plan to 
local school boards. OTF continues to advocate that the province as 
sponsor should diversify the assets of the teachers' superannuation 
fund. The federation believes the potential for increased returns 
to be a compelling reason for proceeding with plans to diversify 
the investment of the assets of the fund. 
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Collective bargaining: in avaddition to discussions on 
diversification federation representatives currently are meeting 
with the government representatives from the Ministry of Treasury 
and Economics and the Ministry of Education to attempt to reach 
agreement on a package of improved benefits and administrative 
amendments. OTF believes that the commission's stated preferences, 
with regard both to collective bargaining of plan changes and to 
recognition of costs involved, are reflected in that process. 


Compliance with the Pension Benefits Act: OTF supports the 
commission's position that all public sector employment pension 
plans should comply with the PBA, and, in fact, the federation 
believes that the need to restrict payments on the 1966 initial 
unfunded liability of the TSF to interest alone no longer exists 
and the regulation under the Pension Benefits Act should be amended 
to require its amortization. 


Matching contributions: OTF believes that the government 
should pay contributions as required by valuation results and that 
the existing rule, the matching principle, should be adhered to for 
normal contributions. 


Actuarial valuations: The federation believes the 
commission's recommendations that would help standardize actuarial 
valuation techniques and define solvency requirements more clearly 
to be generally sound and desirable. However, it has difficulty 
reconciling the commission's position that public sector funds with 
assets of $150 million or more should be required to file actuarial 
valuations annually with the Pension Commission of Ontario within 
nine months of the fiscal year end with the second recommendation 
that these same funds should only be required to update 
Plan-specific decremental assumptions triennially. OTF believes 
that unless both economic and decremental assumptions are reviewed 
and altered, when necessary, with each valuation, the more frequent 
valuations proposed by the commission will be of limited worth. An 
additional concern is that the nine-month time restriction would 
necessitate a major alteration of current TSF administrative and 
valuation practices. 


An increasingly important feature of many public sector plans 
is portability, both within the Canadian public sector and, to a 
measure, within the private sector, provided through reciprocal 
transfer agreements. OTF believes the commission's suggested 
criterion that such transfer agreements should not result in either 
a gain or a loss for either the individual or the plan to be a 
reasonable one. 


That ends the section we started out with on public sector 
employment-related pension plans, and the last matter, of course, 
was reciprocal transfer agreements. We'd like to approach other 
employment-related pension issues. 


Survivors' benefits: The Ontario Teachers' Federation 
endorses the commission's conclusion that a single retired 
individual needs more than one half of the amount needed by a 
Married couple to maintain the same relative standard of living. 
The federation believes that provisions for survivor benefits, both 
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in government programs and in employment-related pensions, should 
be amended to reflect this need. 


Vesting: The federation believes that every effort must be 
made to preserve and protect the pension entitlements of each 
employee regardless of career pattern. While reciprocal agreements 
in industry-wide plans provide a limited protection for some public 
sector employees, earlier vesting would prevent the loss of pension 
credits for many mobile employees. 


The commission's recommendation that vesting criteria be 
reduced to five or 10 years of service, depending on whether PURS 
is adopted, is at best a compromise. In its submission to the 
commission, OTF advocated that pensions be vested immediately upon 
employment. The commission has not raised any issues which would 
cause the federation to alter its position, particularly when the 
plan 1s ‘contributory: 


Locking-in and rights’ son “termination: The commission 
correctly points out that when lock-in occurs simultaneously with 
vesting, a young mobile employee in contributory plans can be 
disadvantaged in that his contributions alone will more than pay 
for his vested benefit. OTF believes that lock-in should not be 
permitted to occur before an individual has attained the age of 45 
years and has at least 10 years' credit in the plan. 


The federation endorses the commission's position that, when 
an individual terminates employment after vesting in a contributory 
defined benefit plan, the accrued benefits should be valued under 
the direction of the Pension Commission of Ontario to ascertain the 
cost of the benefit. This cost should then be allocated one half to 
the employee and one half to the employer. 


The employee's accumulated contributions, with interest 
calculated at one per cent below the annualized rate paid by 
Canadian chartered banks and nonchequing accounts compounded 
annually, should be applied against one half the cost of a deferred 
life annuity, and any excess refunded to the employee. The balance 
of the cost should be borne by the employer for the provision of a 
deferred life annuity at normal retirement age or criterion under 
the plan. 


Death "before “Yretirement: “OTF supports * the “commission's 
recomendations for provision to apply in the event of a plan 
Participant's death after vesting and before retirement. You will 
note we have listed the three of four recommendations, or three 
parts of a four part recommendation of the commission with which we 
agree. I do not intend to read that for you because obviously you 
have that before you. But I would point out that only three of the 
four parts are listed in our brief. 


Death “after - retirement: The federation’ *concurs ‘with the 
commission that all plans should provide as the normal form of 
pension benefit under the plan, a joint and last survivor annuity 
with a choice of the percentage level for the survivor's benefit of 
not less than 60 per cent and not more than 100 per cent of the 
original pension benefit. However, OTF is of the opinion that a 
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survivor's benefit of at least 60 per cent should be available 
without actuarial reduction of the basic benefit. 


Integration: OTF agrees with the commission that the Pension 
Benefits Act should be amended to prevent employment-related plans 
from reaping windfall profits, to the detriment of the plan 
participants, from changes to the old age supplement and the Canada 
pension plan. 


Disclosure: The federation supports the principle, enunciated 
in the commission's recommendations on disclosure, that no 
information about an employment pension plan or its operation which 
is necessary for individual assessment should be unreasonably 
withheld from any member of the plan, active, retired or 
terminated, or his or her beneficiary, or from any employee who is 
eligible to join the plan. 


Audit: OTF believes the commission's recommendations’ for 
amendments to the PBA and its regulation concerning requirements 
for filing audits and assignment of authority to require audits to 
be reasonable. 


Pension Commission of Ontario: The federation supports the 
expansion of the pension commission's role to that of both a 
regulatory body and a body designed to inform and assist 
individuals in enforcing their rights to pension benefits in 
employment pension plans. 


Representation of plan members: The federation endorses the 
Principle that the PBA be amended to require, for contributory 
pension plans, representation of the active members of the plan on 
the body directing the affairs of the pension plan. OTF believes 
that the level of representation should be determined to the mutual 
Satisfaction of the sponsor and the plan participants. 
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Section E--Potential relationship of a mandatory plan to the 
teachers’ superannuation fund: Of the suggestions contained in the 
royal commission's report, perhaps the most controversial is the 
advocacy of a mandatory money purchase plan. OTF will not comment 
on the merits or shortcomings of the PURS proposal or of the most 
frequently discussed alternative, an expanded CPP, except with 
regard to the potential relationship with existing employment plans. 


The federation is of the opinion that a solution to the 
problem of coverage beyond that currently provided by OAS and CPP 
for individuals who are not members of employment plans should not 
be achieved to the detriment of existing employment plans. OTF is 
opposed to the commission's position that, should PURS be adopted, 
compulsory participation as a condition of employment and lock-in 
of contributions should be abandoned for contributory employment 
plans. 


In addition, the federation believes that, should PURS be 
adopted, employee groups such as teachers, whose pension needs are 
met through contributory employment plans, should be permitted to 
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opt out. OTF particularly objects to incorporating an exact replica 
of PURS in an existing plan aS a precondition to exercising this 
option. 


Equality in the work place: The federation believes that 
every effort must be made to remove anomalies from vehicles for the 
provision of post-retirement income which select against parents in 
general and women in particular. Two of the commission's proposals 
address these concerns directly. OTF supports the recommendations 
that the Ontario government approve the child rearing drop-out 
provision for the Canada pension plan. In addition, the Pension 
Benefits Act should be amended to require all employment pension 
plans to expand eligibility to part-time employees with durable 
employment relationships. 


bm sconclusron;, Iv want.tovs remake <twoespornts,, draw, your 
attention to the two points and make a third. I did draw your 
attention to what we have said at the top of page two in regard to 
pension adequacy. We really believe that is a significant statement 
in so far as the OTF is concerned in connection with what 
commission did or did not say. 


Mr. Williams: What page is that? 


Mr. Meek: Page two at the top, beginning, "OTF believes 
that for individuals with incomes approaching..." and it ends up 
with "the adequacy level of available income should be full 
replacement." 


We also would like to draw your attention particularly to our 
statements on pages five and six which relate to the Superannuation 
Adjustment Benefits Act and particularly the paragraph in the 
middle of the page starting out, "By comparison, the SABA approach 
issetar imore «nigoroussi..:) i1- | wouldpalsagdraw yoursw-attention »to, the 
last couple of paragraphs on page six where we do make some 
comparisons and suggest that SABA is some kind of a compromise 
approach between two polar extreme situations and to end up by 
saying that historical and current design of our final earnings 
Plan, the TSF, and the SABA plan meet the needs of teachers of this 
province and other than some much needed improvements in these 
basic plans, we do not favour any change in them. 


Mr. Chairman, we are quite prepared to answer questions and I 
am going to enlist the assistance of colleagues on my left and my 
rignt. 


Mr. Chairman: Thanks very much, Mr. Meek, £Or that 
presentation. Are there questions from the committee? Mr. Williams. 


MrwsaWilliams:~+ I,-didjsnotiigetw-a. chance because «you .were 
proceeding through your brief, but you emphasize the point in 
"Death before retirement." You commented on three, but not the 
fourth. position. .taken. by... the,. commission. ,I .have, not had an 
opportunity to go back to the report here to pick out the one that 
you did not deal with and if not, why not. 


Mr. Aylsworth: The report recommends immediate vesting. 
The fourth recommendation deals with the eventuality that the 
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individual is not vested at the time of death. We advocate 
immediate vesting so we did not feel that it was appropriate to 
include the fourth part, what happens if the individual dies before 
vesting so that is the one and it is recommendation 53, I believe. 


Mr. Chairman: Any further questions, Mr. Williams? 


Mr. Wiliams?’ °Go “ahead, “Mr.° Chairman. Twill ?'’come backova 
ao have one. 


Mr. Cousens: I was looking for the feelings of the 
Ontario Teachers' Federation on the expansion of the CPP. Was there 
a specific recommendation you had on that? 


Mr. Meek: There is not. The only place where we directly 
come close to addressing that is on page 12 in section E where we 
lay out some parameters. 


Mr. Cousens: Could you have your people elaborate on what 
your thinking “would” be”°as “to®‘that option, ~shoula® PURS “not ipe 
pursued, or other options, about our trying to get the federal 
government to do something with expanding CPP benefits. 


Mr. Meeks: We will ask Mr. Aylsworth to make ae few 
comments. 


Mr. Aylsworth: Mr. Cousens, it is very difficult to react 
to a nonproposal. We do not know what form that kind of proposal 
would take and we would be quite prepared to respond to a definite 
proposal. 


Mr. Cousens: You have not thought about that sort of 
thing. It is something our committee has heard and it is one of the 
options that people do present for consideration. 


Mr. Aylsworth: It would depend on funding arrangements. 
It would depend on a variety of considerations. It would depend on 
the relationship with the teachers' superannuation fund, whether 
the increased portion of it, if it were to be expanded, would be 
stacked or whether it would be integrated. There are a variety of 
considerations. Until you see a complete proposal, it is very 
GLELLCu.Le, 


Mr. Meek: I think the statement in the second paragraph, 
"The federation is of the opinion that a solution to the problem of 
coverage beyond that currently provided by OAS and CPP for 
individual members of an employment plan should not be achieved to 
the detriment of existing employment plans," may be the general 
direction we might go but I think until we know what is really 
clearly before us, it is rather difficult to respond. We certainly 
do not want to see our own plan eroded in this respect. 


Mr. “Gillies: “In your*"section’™ on=*the-“continuatton of **the 
SABA on pages three to six of your brief, I wonder if you could 
just for the benefit of myself and probably some others on the 
committee briefly outline what the precise mechanism is for the 
issuing of the adjustments to your plan? Is it tied directly to the 
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mace, Cuero ron, “Lore seu= Dy Legislation? -i “nave to ‘confess,--1 
am not aware of the particular mechanism. 


MCs nce: 1. Will ask “Dayia ~to'“be “specrric abouc cthacé 
There is a little written on page 14 of our brief which also may be 
helpful. : 

Mire sy LSWOLCice it is ‘the ~CONCYributory plan, = one  per™~-cene 
from each, the employer and the employee. The benefit is indexed to 
CPI up to eight per cent with a rollover if the consumer price 
index goes beyond that in any one year. Those rollovers are 
cumulative up to eight per cent. 


Mr. Guiles: * -In*= the *royal="commission’ repore, and =*i*--am 
Sure you have seen in our interim report in the fall, we have 
recommended that the industry pursue the concept of granting 
adjustments based on the excess interest principle. I wonder if you 
have had a chance to look at that. I cannot imagine for a minute 
that you would want to trade your plan under SABA for an excess 
interest approach but I did wonder if you had had a chance to look 
at that and if you had any comments on it. 


Mr. Meek: We certainly have thought about it and I will 
ask David again to respond on that. 


Mr. Aylsworth: We regard the excess interest as an 
interesting concept. I will make one comment before I expand upon 
it. The dollars cannot be used twice. You cannot spend them to 
approve benefits or to reduce employer costs and then use them to 
fund adjustments after retirement. I think you can make a 
convincing argument that the earnings on the assets of pensioners 
beyond that which is required to fund a benefit should accrue to 
the pensioner, those earnings on the pensioner's assets, those 
assets that can be directly ascribed to the pensioner. But beyond 
that the answers are less obvious. 


On 4the:® actuarial” side; °'L “think there. are=" at “namber “of 
questions we would like answers to. To what degree should inflation 
be incorporated in principal economic assumptions? Alternatively, 
should inflation be treated as an anomaly or an anticipated event? 
With funds like the TSF and the public service superannuation fund 
have to be valued at market rates? 


TO? 50 Ya. M's 


What implications are there for actuarial techniques? Could 
assets be written up any longer? Would pensions have to be 
segregated? Would those portions of pension assets that accrued to 
the pensioner have to be segregated from those that belong to the 
plan members? 


On the benefit side, would each year's excess interest be 
used to purchase a life annuity for the pensioner? If so, at what 
rates, or would it be used to fund a one time only benefit, or 
would it be some combination of those two? 


On the investment side, what are the implications for the 
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placement of assets? Would the investment have to be restricted to 
treasury bills, commercial paper, and short-term bonds because of 
the need for rates that move with inflation, highly liquid assets 
and assets that are not subject to gains and losses? 


It is. very. difficult. to .respond.. to..a,broad=brush proposal 
like an excess-interest concept without providing the answers to 
some of those questions, and we chose not to comment. 


Mr. Gillies: Actually, I would be very interested to hear 
the attempted answers to some of those questions. Might the 
committee ask the authors of the royal commission if they can shed 
any light on some of the questions that have been raised there? 


Just beyond that, I wanted to ask for some clarification on 
the matter you raised on page seven of your brief, that is not 
included in the. brief . actually, which is the question of 
diversification. 


You mentioned some ongoing discussions, I assume with the 
Ministry of Education, as to the future of your plan and whether it 
would continue to reside with the province, or move to the county 
boards. This has implications for diversification of the fund. 
Could you just expand on that? 


Mr. Meek: I will begin to discuss that. It was some 14 or 
15 months ago that discussions were established between 
representatives of Treasury and the Ministry of Education to 
discuss a number of things. Some of them were changes to the act, 
such as improved benefits, administration matters, and so on. The 
second major matter was diversification, which certainly was 
mentioned in our 1978 brief to the royal commission. 


There wasS a subgroup established and there has been a series 
of studies done internally by that group, and we have come out with 
the statement that is here. Essentially, there is nothing that 
stands ein” (thes. way...technically, «Of... this... oCcOUrr Ind. s..bDa = Chie 
discussions it became clear that the government wanted to discuss 
the issue of sponsorship, as it relates to diversification. They 
did suggest that the route they would like to go if we got into 
diversification was to move the sponsorship someplace else, and the 
suggestion was to school boards. The exact mechanism was not 
discussed. 


We pointed out very clearly to the representatives of the 
government that we are not prepared to sacrifice the sponsorship of 
the plan at the present time. We are quite satisfied with the 
province of Ontario being the sponsor, and even under 
diversification, we do not see any real reason for that to be 
changed. That is where we are with those discussions. The 
government representatives did make a proposal to us and we told 
them what we continue to want to have. 


I do not know if David or Terry would want to add to that. 
Mr. Aylsworth: If I understood your question correctly, 


Mr. Gillies, it was, "Is there a relationship between the questions 
of diversification and sponsorship?" 


i 
Mr. Gillies: I think that becomes more apparent. 


MinsssAyiLsworth:,. Ours answer «is. no. -<Ity\appearsy,that the 
government's answer may be yes, but I cannot presume to answer for 
them. 


Mr. Gillies: Would your position be based more on the 
fact that you are happy with the status quo, in terms of the plan, 
or do you see some distinct disadvantages should the plan move to 
reside with the boards of education? 


Mr. Aylsworth: There are a couple of aspects to that. The 
constitution provides that education is fundamentally a provincial 
concern. Although it is administered locally, and the government 
has decided that it is in the best interest of education to have it 
administered locally, the government cannot divest themselves of 
that primary responsibility in the constitution. 


The government is also the employer, as is the board, in this 
case. On the guestion of whether or not local boards of education 
might be the appropriate sponsors for a plan, we have not seen any 
proposal for the devolution of sponsorship. We have just said that 
we had heard the government say they would like to see it happen. 
We have no concept of what they had in mind. 


Mr. Gillies: Thank you, Mr. Chairman. 


Mo s.Ghairmans J.<might «point. outeytaMr.jaGillies, that - the 
excess interest concept was recommended by this committee, as you 
know, and not sponsored by the royal commission. The royal 
commission, on the contrary, recommended an inflation tax credit, 
if you will recall. Anyway, I will not develop that further. 


Mr. Mackenzie, you had a question. 


Mr. Mackenzie: Yes. If this was covered, I apologize for 
being a little late. You run into emergencies in your riding every 
once in a while. I am a little disappointed in the tail end that I 
came in on and your comments with regard to either PURS or CPP. 
Reading your brief through again, I get the impression that in 
terms of what we have to deal with--which is the adequacy generally 
of pensions and how the hell we are going to handle them in Ontario 
given the tremendous number of people who have to look for some 
form of supplement, you have really copped out. Over 54 per cent of 
all of those retired people have to look for some form of 
supplement, but really you have copped out. 


What you are saying to me is that there are certain things we 
like in the commission's reports, others we question, and maybe 
some we like more than others. You are saying we are interested in 
Our own plan, when what we have obviously got to face is do we buy 
a PURS proposal--which I do not think we will. You seem to come 
down a little hard against that in your brief, but say absolutely 
nothing that would indicate whether you think it makes any sense or 
not to really take a look at expanding OAS or CPP, because that is 
the problem a lot of people have. They are not in as good shape as 
you are or I am in terms of a pension plan in this province. I am 
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just a little surprised that you seem to have copped out of any 
really strong comments on it. 


I noticed on page four--I was looking through it quickly 
here--that you do seem to point out the similarities to your own 
plan and the Canada pension plan, in structure and so on, but it 
falls far short of any kind of comments or lead that we might have 
from a group such as yours, which I think has some status in the 
community. 


Mr. Meek: I would ask Mr. Aylsworth to respond to that. 
Terry Mangan, on my left, was pointing out that in our original 
brief to the royal commission you will notice the recommendations 
on page 15. Numbers seven, or probably eight to 10, may tend to 
address #a) little -biti;ofiethatsf somiesustridrawisyourwattention gta 
those. David, you may want to comment further. 


Mr. Aylsworth: Mr. Mackenzie, in planning the report for 
the committee today, we were faced with the reality of the report 
of the royal commission which covered a great number of issues, not 
just whether we should have CPP or whether PURS would be 
preferable, but a wide variety of issues, some of them dealing 
specifically with the teachers' superannuation fund and_ the 
Superannuation adjustment benefits fund. We could not answer all of 
the questions when responding to that kind of report. We would have 
had to have written another report, so we restricted ourselves to 
those issues that most immediately affected us. 


With regard to the solution for the 54 per cent who are not 
covered by employment-related pensions, what we said on that, Sir, 
was that we do not believe that the solution should be found for 
those individuals at the expense of the existing employment-related 
pensions. Yes. I agree with you. Something has to be done. I think 
that teachers with their employment-related plans would probably, 
to some extent, be aside from the principal thrust of whatever 
happens. 


Mr. Mackenzie: I guess because of your organization or 
because of the fact that you are dealing with students and the fact 
that we have certainly got a major income problem, I was just 
looking for some lead. Because the real argument we are going to 
have on this committee--and I do not think too many will agree with 
me--is how we address the issue of public versus private pensions 
and supplementing existing pensions and the adequacy of them. That 
means more than anything else, if there is an argument in this 
committee, it is going to be over what we do in terms of a 
PURS-type approach or a CPP or OAS beefed-up approach and how the 
hell it is funded. 


Lis tayms 


I think everything else, given the recommendations we have 
made in terms of the private pension area, pales to almost 
insignificance in the discussions that we will have in this 
committee. I guess that is why I am looking for some direction from 
groups that I think have got some responsibilities. Most of them 
have commented in much more detail on the broader issue than 
certainly the OTF has. 
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Mr. eMeeks: A "guess® the ‘only thing 1° couldiasay ‘svi o-haven*t 
heard what the other groups have had to say and maybe they had more 
good reason to comment from their own self interest, if you want to 
call it that. As I said earlier, we feel we have a plan at the 
present time which generally meets the need of teachers in its 
general concepts. The point is I guess that we didn't make any 
strong recommendations as to what should be done for other groups 
of people but it is pretty clear we certainly don't want our own 
plan eroded in the process. 


The teachers of this province and the government have seen 
fit for historic reasons since 1917 to provide in some way, shape 
Bre crOrmsitor. ceachers. in = this province *goingwconespension. | /We 
wouldn't want to see that kind of plan and that history upset at 
this point, knowing full well there are real needs in parts of 
Society, and I recognize that, but we just don"t want to see our 
own upset in the process. 


Mr. Haggerty: On page 12 under E, "Potential relationship 
of a mandatory plan to the teachers’ superannuation fund," you say 
in the second paragraph: "The federation is of the opinion that a 
solution to the problem of coverage, beyond that currently provided 
by OAS and CPP, for individuals who are not members of employment 
plans, should not be achieved to the detriment of existing 
employment plans." 


If PURS was to be adopted by the government and implemented, 
what detriment would there be to your pension plan? 


Mr. Aylsworth: The specific recommendations of the royal 
commission, at least as we read the, would require the duplication 
of the PURS mechanism within existing employment-related plans if 
the plan was to be permitted. We believe that criterion is far too 
Stringent and we can't subscribe to it. 


Mr. Haggerty: Would there be a loss in pension benefits 
to members of your association if they went into the PURS program? 


Mr.crAylsworth: It would »require:.a ‘radical redesign of 
just about every employment-related pension plan that exists in 
this province, if at least my literal reading of the recommendation 
were put into force. 


Mr. Haggerty: But would there be a loss Tie chen. ong. run 
if the program was implemented, say, along with the teachers’ 
superannuation fund? Would there be a loss in pension benefits to 
those persons on retirement if we went into such a program? 


Mr. Aylsworth: Are you talking about-- 


Mr) Haggerty: I-- am *sjjust using” the words » you, “used--1 
believe "detriment" is mentioned there--that there may be something 
there causing some difficulties with your present plan. Would there 
be a loss of-- 


Mreu “Ayiewonthe| DLtayis' entirely possible, if for example 
there were requirements--it is a very difficult question to respond 
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to, for starters, because we haven't got particulars of a PURS plan 
and the integration formula for the two or the requirements for 
existing plans to conform with however PURS fits together with the 
existing plans. 


If there were certain specific requirements concerning cash 
reserves, concerning the transportability or the portability of 
those things, there could be increased cost pension plans. 


Mr. Haggerty: But you go on to say that you would prefer 
to opt out of it if the PURS program is implemented. 


Mr. Aylsworth: We are saying that we have taken a look at 
how a defined benefit plan suits the population of teachers. We 
have taken a look at withdrawal rates for teachers beyond the 
initial two or three years of involvement in the teaching 
profession and we believe that the teacher superannuation plan and 
the superannuation adjustment benefits plan well suit the needs of 
teachers. We say to you that we do not believe the question of 
coverage for 54 per cent of the population should be achieved to 
the detriment of a group that is already well served. 


Mr... Haggerty: On quality. in» the. work.) place, «sVounme Drier 
suggests that the Pensions Benefit Act should be amended to require 
all employment pension plans to expand eligibility to part-time 
employees with durable employment relationships. Do supply teachers 
now come under your pension plan? 


Mr. Aylsworth: Yes, Sir. 


Mr. Haggerty: What is the criteria for them to come under 
this pension plan? 


Mr. Aylsworth: They receive salary. They fall within the 
meaning of the act. 


Mr. Haggerty: Is there any number of hours a year that 
they would have to put in? 


Mr. Aylsworth: No. 


Mr. Haggerty: They could work one day or two days a year, 
and they are eligible for the pension plan? 


Mr. Aylesworth: They will not be vested at that point, 
but they are participants in the pension plan from day one. 


Mr. Brandt: I wonder if Mr. Bentley might make make 
comment on page 12E of the report, the relationship of PURS to 
other plans. I certainly did not get the impression that PURS was 
quite as demanding in terms of the other plans as what is outlined 
here. From the comments that presenters have made, one quote is 
that the other plans would have to be an exact duplicate of PURS in 
order for them to be given the opting-out privilege. 


Mr. Bentley: Or they would have to have a provision in 
the plan. This is something I mentioned to you before. If you are 
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going to permit an opting out, as I understand the PURS program you 
would have to have at least the basic provisions of PURS built into 
any Private plan. They can build supplements in addition to that, 
but at least for that purpose, the transferability under the 
proposals of PURS, all the other things, I think the plan would 
have to have some equivalent of the PURS program built into it. 


It can provide for anything more, but in order to accomplish 
what PURS seems co be after--universality, transferability, 
immediate vesting, all of these kinds of things--I think that every 
pension plan would have to accommodate the PURS program. I cannot 
see any other way it could be done, if you are going to permit 
opting out. Otherwise, you are going to have to establish 
mechanisms for the variety of plans that you would permit to opt 
out without that provision. 


heAGwouldGedenand tragain;: sbiceyou ware! ergoingento xaliowsstior 
transferability, you are going to have to come down to immediate 
vesting proposed by PURS for the level of the benefits provided 
under the PURS program. That would be a translation within a final 
pay plan or a career average plan or a flat benefit plan. It would 
require a determination of that amount which would be eligible 
under the PURS program to be transferred. The mechanics of it are 
rather difficult, but this is the way I understand the PURS program 
and the way I would see it work-- 


Mr. Brandt: It is highly unlikely, however, that with the 
introduction of PURS, if we did decide to go in that direction, 
that any plan would be watered down as a result of the introduction 
of that particular plan. Would that not be correct? 


Mr. Bentley: I would suggest that the plans of smaller 
employers, which are money purchase arrangements in the main now or 
Career average plans, some of them would probably tend to disappear 
when PURS came in, because basically you could see an employer 
saying, "What the"--I suppose I should not use that word. "What the 
hell, £iI@havelegotRtosdomthi's vone! land 1 Shavemgotiya brtthe plan over 
here for my employees. I will discard this one and carry on with 
PURS." There would be a disappearance of some plans. 


Mr. Brandt: That would be in the form of an enrichment; 
mOULGeLUenoOt, ineald. probability: 


Mr. Bentley: It could or it could not, depending on the 
kind of a plan that the small employer may have. With respect to 
the larger plans, I would not anticipate any change, any loss of 
any of the larger plans covering larger numbers of employees; I 
would not anticipate any loss of those, but I would anticipate in 
the plans that have two to five to possibly 10 employees covered 
currently under a fully insured contract or whatever the thing 
happens to be, that they would tend to disappear and be replaced by 
PURS. 


It is a matter that would be very hard to gauge, because you 
can have your very poor small plans and your very good small plans. 
If a very good small plan disappears and PURS remains, then you 
have got, to the detriment of those employees-- 
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Mr. Brandt: With respect to the smaller plans, would it 
not be fair to say--and you have had a great deal of experience in 
dealing with a lot of them--that generally speaking those plans are 
minimal plans, though, as opposed to some of the larger employers, 
with the more organized groups, such as the teachers? 


Mr. Bentley: I Suppose you could make that general 
statement. Where there would be a career average plan, yes, I 
Suppose that would be a reasonable statement. If you have a small 
plan, and you have a number of small plans that will have a 
relationship in their benefit structure to final salaries of some 
kind, where you have that, where you have continual updating of 
Career average plans, and where you have a fairly good money 
purchase arrangement, such as five-and-five contribution level, 
under an existing plan now, whether it is fully insured or however 
it is handled, if you lose that, you are losing something that is 
better than a two-and-two, and you might lose some of that, because 
of the double administration. It is a danger to me, that is all. 


Mr. Aylsworth: Mr. Chairman, I have a question for Mr. 
Bentley .o.Inthewrintegration:sofica’ PURS > witht ay fund  sliikeveitne 
teachers' superannuation fund, would not the actuaries have to cost 
the contingency of a PURS transfer, and would not those costs be 
assigned against the costing of the plan and hence appear on the 
valuation balance sheet? 


Mr. Bentley: In some way, yes, if there is an opting out 
privilege. 


Mr.» Ayisworths!) Would itecnot Likely fresults¢nin increased 
costs? 


Mr. Bentley: I doubt like heck if it would, but-- 
Mr. Aylsworth: Would it result in decreased costs? 
Mr. Bent leyenili doubts i fo itowould, 

Mr. Aylsworth: On to the next topic, Mr. Chairman. 


Mr. Chairman: Any questions? Mr. Williams, did you wish 
to follow up? 


Mrs Williams: Just on the Superannuation Adjustment 
Benefits Act that is a very central part of the presentation by the 
federation. 


I guess it really all revolves around recommendation 116 in 
the royal commission report, where they talk about the desirability 
and the affordability of the indexing feature in SABA. I do not 
know if they are questioning the desirability; it is obviously the 
affordability that they are concerned about. 


They specifically point to the teachers' superannuation fund, 
and say that the two per cent total contribution rate would have to 
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increase eventually to about seven per cent of earnings to pay for 
the promised indexing. I guess this is the area where they feel 
that it is too rich a scheme to be afforded. That is what I read 
into the recommendation, and this is what you are taking issue with 
at this time, that you feel that it is not necessarily so. Is that 
a fair comment, or could I hear a feedback on that? 


Mr. Aylsworth: I would respond in a couple of ways. First 
of all, inflation is an expensive piece of business from any 
perspective. In terms of pension costs, in terms of the decrease of 
spending power on fixed incomes, it has a really insidious effect 
ever Jan Llongeperiod :) tsa *thaticinwterms (of) nominal; ‘dollars,.<it is tan 
expensive proposition. 


The second comment I would make is that when we went into the 
SABA approach to funding post-retirement adjustments, we did so 
with our eyes open. The plan is constructed in a manner that is not 
dissimilar to the Canada pension plan. When the provinces entered 
into the Canada pension plan, everyone knew at inception that the 
contribution rates were not adequate to carry it over the long 
term. We knew that about SABA. We knew the projections for ultimate 
costs. I am not sure I would agree with the seven per cent figure 
although I haven't seen those projections. I have only seen them 
referred to. 


We are guite willing to deal with the question of inflation 
protection for teachers on an ongoing basis. The one thing that the 
SABA approach does do for us is to permit us flexibility in dealing 
with inflation. If inflation abates, then the plan will work quite 
nicely ‘on the current contribution rates. If it increases, then we 
have all got problems and it is not just SABA that is in difficulty. 


Mr. Meek: I think two points should be made. There is a 
group from the government and the teachers that review the 
forecasts two or three times a year; optimistic, pessimistic and 
realistic. Obviously, there maybe caf ioriticaljy points nat. which 
injection of additional funds may be required. Part of the 
consideration of the whole matter is whether one per cent from each 
sidesuseuseful goversithes longreterm.: Li,. asa David says,,-intlation 
disappears, then there is no problem, but if inflation continues, 
then obviously, we've all got problems. 


Mr. Williams: I am not arguing the deSirability feature 
of this. It is obvious that the more enrichment of the plan you can 
have, Etheabetters But coming back “to” the “affordability ‘concern, I 
guess that situation is further aggravated by the fact that while 
you have the eight per cent cap, you have the carryover feature, 
which again very significantly relates to the cost of the plan. 
While you may have a couple of years running where you may be well 
under the eight per cent--or to say it another way, where it may go 
over and then drop under for a couple of years, you do a catchup by 
the carryover feature--so it is certainly a costly feature albeit 
desirable. I guess that aggravates that affordability situation. 


Perhaps I could direct a question to Mr. Bentley. It is for 
this reason, Mr. Bentley, that the commission has suggested that 
the transfers be made to the individual funds, because I assume 
that those specific indexing criteria are not contained in those 
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acts or don't provide as rich a provision in those acts as under 
SABA. Is that correct? 


I don't have the teachers' superannuation fund comparison 
figures here as they relate to SABA. What is the basic differential 
there at the moment? Do you know? 


Mr. Bentley: Which? 


Mr. Williams: We are talking about the transferring over 
to the teachers' superannuation fund which would directly relate to 
this delegation. In winding down the SABA, as I understand it, in 
phasing out that legislation, they would then transfer funds and 
operate under the teachers' superannuation fund. Am I reading that 
correctly? 


Mr. Bentley: I would have to go back to the report of the 
royal commission to recall what they were talking about in that 
area, Mr. Williams. 


Mr. Williams: It is a lengthy recommendation but it is 
essentially talking about winding down and repealing the 
Superannuation Adjustments Benefit Act which is what the great 
concern is here this morning. 


Mr. Bentley: And replacing it with a tax credit. 
Mr. Williams: Pardon? 


Mr. Bentley: The net effect irs to replace it the 
inflation tax credit formula. 


2PS20 asm 


My. Aylsworth: That is not the way z read the 
recommendation but I could be wrong. 


Mr. Williams: It goes on and recommends further, "All 
funds from the contributions by employees and the government, as 
employer, should be transferred to several of the individual 
funds," one of which is the teachers' superannuation fund. "As of 
December 31, 1981, any unfunded liabilities created by this change 
should be treated as initial unfunded liabilities and be amortized 
over 15 years in the respective funds." 


Mr. Bentley: I am going to have to study this one. 


Mr. Chairman: That is a question directed to Mr. Bentley 
and maybe we can resolve that at a later time and confine our 
questions to persons appearing before the committee. 


Mr. Williams: All right. In fairness, I will go back to 
Mr. Meek, because SABA and what it provides is of great concern to 
your association. Perhaps you have at your fingertips what the loss 
would be, so to speak, if we reverted to that fund with the 
rescinding of the SABA. What do you see is lost financially to your 
contributors to the fund? 
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Mr. Aylesworth: If SABA were to be rescinded today and 
the funds transferred from SABA to the teachers' superannuation 
fund--is that your question? 


Mr’. Williams: "Yes. Right. 


Mrwe ny LeSworth: “At "the “very~-least, ~ I (think Ve would=be an 
extremely retrograde step. What you are doing is taking some sort 
of inflation protection from 20,000 plus people out there and 
telling them that a deal which was established in 1975 is off. So, 
at the very least, you would have 20,000 extremely agitated 
pensioners on your front lawn very quickly. 


Mr. Bentley: If I read it quickly, it simply means what 
they are propoSing is that the proportion of the SABA fund 
applicable to the teachers shall be transferred to the teachers. 


Mr. Williams: Right. 


Mr. Bentley: Then in your actuarial determination 
year-by-year, you are going to have prefund it and you would have 
the normal limits of 15 years for whatever structure is built 
within the teachers' superannuation fund for post retirement 
increases and they would have to be handled in a normal manner. In 
other words, the fund comes in, you start with the proportion of 
the SABA fund, and you have to make a calculation every year. 


If the teachers' superannuation fund putS a cap on it, you 
are going to have to estimate what the cost will be year-by-year of 
the unfunded liability that is created, and you are going to have 
Fo=funde it@soveria® period of not “moresthanels years. It itakesmit 
away from the so-called pay-go situation which exists now. Really 
it is a modified pay-go, so they are looking to possible additional 
costs, as I would read it, to the teachers' superannuation fund, 
particularly if inflation stays fairly high. 


Mra Chairman: /-Are’- theres Sany ""further®tquestions?* "Lf not, 
thank you very much, gentlemen. We appreciate your taking the time 
to appear before us today. It has been very helpful. 


CANADIAN CHAMBER OF COMMERCE 


The next delegation is from the Canadian Chamber of 
Commerce--Mr. Stan Roberts. I wonder, Mr. Roberts, if you could 
come forward with any numbers of others who you wish to bring with 
you. The presentation, gentlemen, is numbered exhibit 159, just so 
the presentation has been duplicated. 


You may wish to introduce those with you, Mr. Roberts. 


Mr. Roberts: Yes, I am Stan Roberts. I am the president 
of the Canadian Chamber of Commerce. This is a joint presentation 
on the part of the Canadian Chamber of Commerce and the Ontario 
Chamber of Commerce. 


On my immediate left is the immediate past chairman of the 
executive committee of the Canadian Chamber of Commerce, Bill Gunn, 
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who is, in real life, general manager for public affairs of H. J. 
Heinz Company. Next to him is Jim Clare, who is vice-chairman of 
the health and welfare committee of the Canadian Chamber of 
Commerce, and, in real life, consulting actuary for Fraser Watson 
Actuaries Limited/Pouliot, Guerard and Clare Inc. 


Sid Dolgoy on my right is the chairman of the health and 
welfare committee of the Canadian Chamber of Commerce. In real 
life, he is senior economist for the Toronto Dominion Bank. Next to 
him is Laurence Coward, a member of the health and welfare 
committee, who is a director of William M. Mercer Limited. At the 
far right is Warren Crawford, who is an executive councillor of the 
Ontario Chamber of Commerce and vice-president of the Royal 
Insurance Company. 


In anticipation of all sorts of questions, we have people 
with all sorts of skills here, not including myself. I am just here 
to direct traffic. We appreciate this opportunity to appear before 
the Ontario select committee on pensions. As you know, I am sure, 
from reading our materials, we are very sympathetic and support 
many of the recommendations your committee has made and those that 
have been made by the royal commission appointed by the federal 
government. Our position was put forward several months ago at the 
time the federal government held a conference on the Canada pension 
system, and I am sure you all have a copy of that position. Because 
you were so kind as to follow the same order in which matters came 
up so they can be discussed, we are sure you will find this a 
useful document representing the Canadian chamber's position. 


We would like to clarify our position today somewhat on a 
couple of recommendations made by your select committee, relating 
particularly to the questions of employee representation and 
inflation protection. So I will ask Sid Dolgoy to speak first and 
then I am sure there will be questions in whatever procedure you 
woud like to follow, Mr. Chairman. 


Mr. Dolgoy: What I want to do initially is to express our 
Gratitude for being invited here to present our views. As just 
indicated, we do support many of the recommendations of both the 
royal commission and the select committee and applaud the valuable 
contribution made by both bodies. What I propose to do is briefly 
to outline the points presented in our submission made last March, 
as well as the two issues we had raised with respect to your 
Preliminary report. Following this, members of our delegation are 
prepared to respond to questions. I might add that Mr. Clare and 
Mr. Coward, both members of the chamber's health and welfare 
committee, have considerable expertise in the Pension field and 
will be able to deal with specific issues you may raise in the 
question period. 


The chamber represents a wide spectrum of Canadian firms and 
associations and includes both large and small businesses. We would 
contend that most Canadians are able and willing:«ntom-emake 
substantial contributions toward their own income security needs. 
We believe this fundamental principle should be borne in mind when 
government deals with social security matters and that the 
important role played by the private pension industry in the 
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economy of Canada be recognized and sustained. Minimum basic needs 
of the work force should be provided for through soundly financed 
programs of social security, but such programs should be designed 
to encourage and not compete with private arrangements, nor should 
they be expanded to restrict the growth of private plans. 


mote 30° aem. 


We believe the present system of private and public pensions, 
while capable of improvement, has served Canada well. It has not 
been a failure and it is not headed toward disaster. Even when 
allowing for inflation, growth over the past decade in private 
pension pension plans‘ contribution income, total benefit payments 
and the pension fund assets has been impressive. The income 
security system has expanded as well. Since 1966, the retirement 
age has been reduced to 65, OAS benefits have risen substantially 
and the CPP/QPP and GIS have been introduced. All this suggests 
that drastic change in income security really is not required. 


Specific needs should be dealt with by specific actions 
rather than by wholesale change. Today's needy senior Canadians are 
a case in point and ought to be a priority concern. Typically this 
refers to elderly single women carrying the burden of rent 
payments. Ontario provides special grants to help ease this burden 
and is to be commended. Such selective measures are needed, as well 
as the strengthening of private pension plans to make such plans 
more effective and to improve their equity for the future. 


We believe the pension arrangements for homemakers should be 
improved but a system of voluntary contributions to the CPP/QPP 
raises a number of difficult questions. The major problem would be 
the voluntary contributions made would not be made by those most in 
need, so that the advantages of the plan would go to the wrong 
group. For the most part, CPP/QPP retirement pension payments are 
subsidies that pay the most dollars to those who have the largest 
retirement incomes from other sources and who have the largest 
incomes while working. Accordingly, the chamber recommends 
government income security that specifically brings single senior 
Canadians above designated poverty levels and assistance to help 
senior Canadians burdened with rent payments, particularly at 
market rates. 


As for the CPP/QPP, the chamber recommends that, given the 
present form) “of the plan; benefits «should. not). be expanded. A 
schedule of contribution increases should be set up to equalize the 
income and outgo of CPP/QPP for the foreseeable future. In the 
present form, the, *-GPP/OPP.. eshoul.d-9-nothe be» vchanged «ito. cover 
homemakers. However, the position of homemakers should be improved 
through changing the rule on drop-out years and possibly increasing 
the provision for surviving spouses. 


We are all aware that Canada's economic environment has 
changed considerably since the buoyant decade of the 1960s. There 
are genuine concerns about maintaining even moderate economic 
growth at the same time as we try to resolve a number of major 
economic difficulties, including the persistent problem of 
inflation. The environment facing individuals, businesses and 
government demands that we all look closely to costs as well as to 
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benefits associated with various social programs and expenditures. 
The chamber maintains that the key to Canada's economic future 
rests with creating an environment that promotes private sector 
development affording all individuals an opportunity to participate 
in and benefit from Canada's economic progress. 


In the final analysis, a flourishing economic environment, 
together with relative price stability and good management of 
government programs, is a fundamental and essential prerequisite to 
adequate social security. Unless the system encourages individuals 
who are able to work to do so, the national income needed to 
finance the system will not be generated. As well, all social 
security programs must be considered in the light of the nation's 
priorities and the country's ability to finance them. Higher levels 
of taxation to finance social security benefits can impose a costly 
burden, dampening economic growth and limiting the opportunity for 
the recipients to become self-supporting. 


The chamber believes that while the role of government in 
Canada with respect to income security is to look after basic 
needs, employees and employers have the role of providing 
additional retirement income. Private sector employment pensions 
are now providing and will provide a substantial and valued portion 
of the appropriate rewards. 


We believe that additional tax incentives should be provided 
to encourage the voluntary expansion of private sector pension 
plans or retirement income savings and accumulation plans such as 
RRSPs. One possible avenue could be a refundable tax credit where 
the employer or the self-employed person is not Currently paying 
income taxes. 


Standardization of design for its own sake should not be the 
Overall goal but rather the achievement of the objectives of 
Canadians. A choice should remain as to whether basic pension 
benefits are "money purchase" or are related to Salary and/or 
service. Where pension legislation calls for additional benefits, 
the cost must be offset in some manner, within given limits for 
total compensation, since the moneys available for paying total 
compensation are limited. 


The Canadian chamber recognizes that there is a coverage gap 
with respect to retirement income. However, it is not nearly as 
large as is sometimes alleged. While approximately 50 per cent of 
nongovernment workers are members of private pension plans, the 
remaining noncovered employees include members of group RRSPs, 
profit-sharing plans and informal arrangements. Some have simply 
elected not to join company pension plans, some are serving the 
waiting period prior to meeting eligibility requirements and others 
may not be regular full-time employees. A large portion of the 
remainder have such low earnings that the income security benefits 
are appropriate. 


The chamber favours expansion of private plans, but 
recognizes the limitations of a Mandatory plan such as PURS, and a 
strong opposition among most employers to this approach. We would 
Support refundable tax credits and other forms of tax incentives, 
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particularly for small businesses and individuals, to encourage the 
voluntary establishment and extension of pension plans and/or 
saving accumulation plans. 


Withl nespectsijtoneportability cande: vesting, the chamber 
recommends that legislation require earlier vesting. The chamber 
hopes it may be uniform across Canada and does not invite undue 
administrative expense by generating a large number of small 
annuities. A central registry or central fund under private 
auspices might be established as necessary to facilitate the 
Operation of the earlier vesting rules. Employees entitled to 
vested pensions should have the option of transferring the value 
thereof into locked-in RRSP contracts. 


With respect to survivor pensions, many private sector 
employment pension plans now offer survivor pension options which, 
at a given cost to the employer, make it possible to pay less to a 
retired employee and then, after his or her death, pay a continuing 
pension to a surviving spouse in an appropriate amount. The 
Principle that partners to a marriage share egually in assets 
generated during the marriage is gaining acceptance. This, together 
with the financial need of survivors, suggests that a pension 
should not cease on the death of a retired employee if the spouse 
is living. The chamber recommends that the normal form of pension 
should be joint and survivor, that is, one that continues in at 
least 50 per cent of the amount to the surviving spouse, and where 
the pension being granted at present is not in this form, that it 
be permissible for the amount of pension to be actuarially reduced. 


There remain the two matters relating to the select 
committee's preliminary report I would like to mention. The first 
deals with recommended legislation that would allow employees to 
choose at least one member of the body directing the affairs of the 
Plan. As our submission indicates, a number of basic questions 
arise. What body are we dealing with? Its makeup and function may 
vary from one group to another. Would the employee representative 
have power to amend the terms of the plan or to direct investment 
policy? How would he be selected? We are not opposed in principle 
to employee representation on the pension committee performing 
administrative functions, but this matter should be dealt with not 
through legislation, but through agreement between employers and 
employees, whether through collective bargaining in appropriate 
instances, or by other means. More information disclosure to 
employees would effectively reduce the need for such representation 
On pension boards or committees. 


The other matter concerns the issue of inflation protection. 
The select committee accepts the principle that pensions for 
retired employees and employees with deferred vested benefits 
should be augmented to compensate for inflation and suggests the 
excess interest approach be adopted with a phasing-in period. 


The chamber recognizes the harmful effects of high inflation 
in eroding real incomes over time. Inflation has imposed a 
substantial burden on virtually all segments of society, including 
many individuals and businesses. The chamber prefers’ that 
additional provision for retirement income be made not through 
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expansion of the CPP/QPP, but through sound and responsible private 
sector measures, including savings, RRSPs and employment pension 
plans. Inflation protection involves extra costs, and it must be 
recognized that some manner of offset will be needed, since the 
moneys available for paying total compensation are limited. A 
phasing-in period will be important. Employers need to know their 
pension costs are manageable at all times into the future. 


Employers' ability to adapt or to absorb such extra costs 
will be a critical determinant of how much inflation protection can 
be provided. Many employers cannot afford to pay more, so the extra 
costs will have to be offset in some way. 


Lis4U casms 


Some possibilities: Many employers will only be able to offer 
inflation protection by reducing the basic pension benefit payable 
or inflation protection may be offered as an option at retirement 
through what the royal commission calls a participating annuity 
with a lower starting pension having some built-in inflation 
protection. Another possibility iS meeting such costs’ through 
increased employee contribution levels. A combination of the 
foregoing is possible as well. 


The principal and interest in excess of the actuarial 
valuation rate earned on pensioners' reserves should be applied to 
augment pensions. This principle may be reasonable and it is 
appropriate for a voluntary system. If inflation protection is 
required by law, however, costs will have to be considered very 
carefully, particularly in relation to other cost increases 
resulting from other legislation changes such as earlier vesting. 


To be equitable between employers, we suggest the earned 
interest rate for the year be based on a hypothetical portfolio of 
government securities so that an employer can, if he wishes, 
protect himself from unanticipated costs by investing in these 
securities. Moreover, this rate should be averaged over three to 
five years to avoid large fluctuations. 


The basic rate to be deducted from the earned rate should not 
be the valuation rate of the particular plan but should be the same 
for all and close to the average valuation rate in common usage. 
The basic rate should not be less than six per cent in line with 
the select committee's proposal. It could be reduced slowly in 
future years if inflation remains a problem. 


I have mentioned most of the ponts contained in our brief and 
at this’ point I4*think. 1t0 wouldibe. inosorder afor/ime autos lela tig 
floor to any questions you may have. In particular, Mr. Clare and 
Mr. Coward both have considerable expertise in this field and have 
played a major role in the preparation of this submission. I 
believe they will be able to address many of the questions you have 
to raise. 


I would only like to add that it has been our pleasure to 
make our views known to you and we thank you very much for giving 
us this opportunity. 
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Mr. Brandt: In one of your comments you indicated that 
any employee representation on pension plans you felt should be on 
a voOluntary basis through bargaining or negotiations that took 
place in the normal course of events. 


From our vantage point on this committee, we have seen a 
number of cases where perhaps the question of disclosure and the 
actual pension benefits that would accrue to a particular employee 
are somewhat cloudy. They are unkown or confused as to what their 
benefits actually are. As a result of that, there was some sympathy 
for perhaps a legislative thrust in that area to make it mandatory 
that some employee representation be an absolute requirement. 


I can understand where you are coming from and I respect the 
position you are taking but I wonder, if you get an employer who 
rather arbitrarily decides he is simply not going to have anyone 
from the employee group on his pension plan, do you not see a role 
for government to assist with that problem, the problem being 
basically a knowledge of what my pension plan as an employee is all 
about and the kind of input perhaps an employee can have, if you 
recognize--and I feel that you probably do--the philosophy that we 
have accepted generally that pensions are a form of deferred income 
and that they are earned by the employee and, therefore, he should 
have some input into them? I wonder if you could comment on that. 


Mra “'Dolgoy:40 I -ithink we “fhavel’ indicated pathatv we. vare cul 
favour of increasing the flow of information. It is really a case 
of looking at the two alternatives and seeing that in one case when 
you talk about this kind of employee representation you are running 
the risk of a number of major questions arising with complications 
that we have outlined in our brief. 


I do not think I am in any way suggesting that it ought to 
remain pat and that employers are not going to make any concessions 
Or adjustments. I do believe that it is in order and that they 
would be willing, under those circumstances, to make more of that 
information available. There are so many questions that arise 
simply from trying to apply universally the idea of employee 
participation. 


Mr. Brandt: We see some real problems with, as an 
example, national corporations who may have a number of pension 
plans in a number of different areas and how you might be able to 
accommodate that kind of problem. 


I still feel rather strongly that we have to do something to 
assist the employee to get a better knowledge of his plan and to 
assist him as well in participation at the decision-making level, 
which they are not getting at the moment. I think that causes, in 
many instances, a lot of hard feelings that could be overcome ae 
there was an improvement in the kind of open dialogue between both 
groups. 


I do not think it will come about, quite frankly, from what I 
have seen aS a result of goodwill on both sides. I think it is 
going to have to be some form of mandatory legislation or some form 
of requirement before it happens. I agree with you there are some 
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serious problems with the mechanics of it. I think we have to take 
a very close look at that, that we do not legislate something that 
is impossible to comply with, quite obviously. 


I think your position is a stand-pat position, frankly. I 
have to say that because you are really saying that things will 
change as a result of this desire to have more information flow. I 
do not know that is going to happen just by saying that it will. 


Mr. Dolgoy: I might add one point. I want to underscore 
that we are not saying we are against it in principle. I think 
employee participation can be desirable and acceptable. We are 
simply suggesting that other than a legislated approach might be 
possible, feasible and desirable. 


Mr. Cureatz: So you mean the industry would volunteer? 


Mr. Dolgoy: If you call volunteer in the same manner as 
you have any kind of discussion or dealings as between, say, the 
representatives of the employees and the management of a given 
firm. I do not think it is a case that employers are regarded as 
holding the upper hand at all times. I think there could be some 
resolution of any debate or of this problem coming through other 
than a legislated approach. Perhaps some of the other members-- 


Mr’. owCureatz: OAs IMri 0° Brandt oacsaldyyiiwe Thavein nots rbeen= tog 
successful. 


Mr. Coward: Lipthave’2stwovww comments HOF bristh sot dwalls the 
employee has something of a remedy. If he gets all the information 
he is entitled to under the Pension Benefits Act, I think it should 
Satisfy most employees. In obtaining that information, he can get 
the help of the Pension Commission of Ontario. That is one of the 
reasons that it exists. 


The thing that bothers me most is that half the pension plans 
have less than 25 employees and there is no body the employee could 
be represented on unless you elect him to the board of directors of 
the company. There are a multitude of plans that simply do not have 
an administrative committee to which I can visualize an employee 
being elected to get this information. 


Mroo Chairman: Is)*your “concernjs Mr cifCawarda; mthat “implicEe: 
in the recommendation might be the mandating of a body to 
administer it. I believe Quebec has gone that route. 


Mr. Coward: Yes. 


Mr. Chairman: I am not advocating that. I am just trying 
to plumb your concern in regard to representation. You commented 
that your information was available and you have the role of the 
pension commission. Those things may not always be a simple or a 
convenient route for the ordinary employee. I am just wondering 
whether you had a concern that went beyond maybe the concept of 
employee representation. That concern might be the mandating of a 
body or committee responsible to which another member attached 
would be an employee. 


on 


Mr. Coward: I am suggesting that in a great many 
companies the only body directing the affairs of the plan is the 
board of directors of the company. I believe it would be possible 
to have employee representation in the case of large companies but 
EPOs=apply-othis:. “downi eto + the very. small> company seems. to “me 
impracticable. 


Mon eres ealhemoriginal speaker IA’ think set. the “stage 
very nicely in which he said my pension--and if Mr. Coward is not 
too embarrassed, I was returning to my office a few years ago. Mr. 
Coward had been the speaker the day before at the Canadian Club and 
the receptionist at the elevator said, "Oh, Jim Clare, there is 
something in the paper about pensions, about Mr. Coward." I said, 
pWhatedidel t sayen. She said:. "I don't know. °F don'ticare...There is 
one thing I want to know--my pension." 


eis 50VasMs 


This is already on the legislative books. Take a first 
example of a plan which has an actuarial evaluation at December 3l, 
1981. I do not have the Pension Benefits Act in front of me but 
unless I am mistaken, just about by the end of June of this year, 
each member of such a plan having had evaluation at that 
date--yourself, sir, if your plan is to be valued then--each member 
must have a piece of paper which says, "Mr. Taylor, chairman of the 
select committee, contributions to date, interest, pension 
accrued," and this is the thrust which is being supported in 
principle by the chamber of commerce, of disclosure to the employee. 


Where, in a company like Lever Brothers, which has come to 
the attention of the select committee, the employee participation 
is working so well and is a leading example in Canada, this has 
been built up as a process of voluntary trial and error over quite 
some time. A lot of things have been built up by voluntary trial 
and error within the private sector over a process of time. 


We would like to see things, starting with this information 
statement now which is obligatory every three years--Mr. Bentley 
may well have the chapter and verse--that is fine. That is good. 
That tells each individual what he wants to know. There is access 
to the basic documents Mr. Coward was talking about. 


Then in terms of employee representation, if it had been 
legislated at the beginning--I have talked to a lot of the people 
at Lever Brothers one way or another. It is just a private opinion, 
but I am not quite so sure it would have been such a roaring 
Success. if it. had been “thrust. on; ,them’ rather than having . been 
allowed to work out, not in the way of the company but in the way 
of the employee. 


Mr. Brandt: My concern, if I may expand on the question a 
little, is if we adopt, as an example, there is a good chance there 
would be ai’ number’ of things triggered -as .a result of the 
considerations of this committee and the recommendations we end up 
with. 


One of those might well be an excess interest approach. If we 
adopt that as a principle and a recommendation and some form of 


32 


determination with regard to the specifics of what that excess 
interest approach might amount to, I would think that an employee 
would want to know more than on a three-year basis exactly what is 
happening to his or her pension plan. 


I suggest that because with the fluctuations in interest 
rates today, if we get some kind of softening of the inflationary 
direction we have had in the last while, obviously it is going to 
go down, but if we get an overheated economy again and the problem 
starts to come, when we get into the upper levels of double digit 
inflation, then the excess interest approach is one method of 
getting at least some form of indexing built into the pension. 


There are a lot of employees who have plans that are simply 
not generating the kind of interest they should well be generating 
in today's day and age. They have been invested poorly or 
improperly or badly or for whatever reason. I suggest a lot of 
employees simply do not know the status of their plan. 


As part of the disclosure, I would suggest that a three-year 
time frame is simply not adequate in a world that is far more 
complicated, as you gentlemen well know being in the business 
world, and far more complex than it was back in those simple 1960s. 


Mr. Coward: I agree a three-year time period is much too 
long but the difference between having disclosure at more frequent 
intervals and having an employee represented on the body that 
directs the affairs of the plan; I do not know what body you have 
in mind and I do not know how you choose the employee. I am merely 
suggesting that if you go ahead with this concept, these two 
questions need to have careful consideration. 


Mr. Cureatz: You cannot help us then. 


Mr. Coward: My suggestion would be not to require this 
for companies of less than a certain size. 


Mr. Brandt: That would be one approach that might make 
some sense. We have done that with other legislation. 


MrsotcCoward: And to emphasize disclosure at frequent 
intervals. 


Mr. "Clare: -If- “you ‘take “the “two “areas the. ‘chamber, “has 
responded to in particular with a lot of support, your first report 
of the select committee, these two things hang together because in 
terms of the disclosure and the problems, if you apply in detail 
what Mr. Dolgoy has summarized in terms of the excess interest--not 
being the excess interest of the plan but the excess interest of 
plausible representative pension fund investments accessible to 
every plan--then the factor each year for indexing, uSing that 
approach, will be the same for every plan. You will not need to 
worry about fair play, or if the person is or not. 


Last year, they had $100 a month and the formula comes out as 
being four, five, six or seven per cent, or whatever it is. I do 
not know which year it is or what the level of inflation rate is, 
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but if the answer is 7.2 per cent for all plans governed by Ontario 
legislation, then the $100 a month becomes $107.20. 


In our own minds as we were developing this in the health and 
welfare committee, and I thank you gentlemen for putting the 
connecting link among us, we have approached these as separate 
matters on their own merits in line with what we see as being 
important for the chamber. But you have provided the connecting 
link there; that if you do what the chamber is suggesting is the 
right thing as regards uniform excess interest, it is going to make 
it easier for uniform disclosure. 


Mr. Brandt: I would like to ask the same question, and 
perhaps we could put them together, about vesting and also 
portability. Do you have any problems with regard to those two 
areas of pension concern being on a mandatory basis, or being 
legislated; or are you taking the position that they should be 
totally voluntary in the private sector areas? 


MieesCowardc.. [eh think ovthat (3t.. is: -falresto=scayetrlhates the 
chamber of commerce would accept these matters being put on a 
legislated, mandatory basis. There is a wide measure of agreement 
that pension benefits should be amended to provide for earlier 
vesting and for portability on the lines suggested by the select 
committee. 


Mr. Brandt: I might comment that there are some of us who 
have attempted, with some difficulty, to defend the private sector 
of the pension industry in regard to how quickly it is moving 
towards portability and some form of uniformity of movement of 
plans and so forth. The private sector is making some steps in that 
regard; they are moving in that direction, albeit there are members 
of this committee who do not believe they are moving at all. 


However, I do believe that they are moving in that direction, 
and I think they are probably making an effort to un-complicate a 
very difficult question. Having said that, perhaps you might--and I 
say this just by way of suggestion--influence that sector of the 
private market to move more quickly. Maybe government would not 
have to respond by way of making these things mandatory if they 
occurred without our influence. 


Mroe Dolgoyeie There -<is;) in away,’ fa demonstration effect 
which emerges when you see one where there is such an attempt that 
is operating relatively successfully. This will prove a stimulus to 
other... industriesias well. 1, think, I“ would *be’ speaking for’ the 
chamber in saying the chamber would be encouraging a move in this 
direction. 


Mr. Riddell: Just as a supplementary, what would you do 
to encourage the private sector to expand its own pension plan 
system? It is understandable that you people believe we should be 
going the private sector route and that probably you do not like 
the word "mandatory" any more than we in the committee do, although 
sometimes it is necessary. 


Mr. Brandt: Some of us, anyway. 
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Mr. -Riddell:” Well74 some’ "Of" “usscirignt oc -Youteiikesacthesswore 
"voluntary" and the words "private sector," and to leave it up to 
them. How would you encourage the private sector to do a better 
job, realizing that, if we are to believe Statistics Canada, less 
than half of Canada's toOLal. . wok force is covered by 
employer-sponsored plans? 


Mr. Dolgoy: A certain amount of moral suasion might be in 
order. Employers, recognizing the alternative is legislated 
requirement on the part of governments, would certainly opt for 
making their own moves in this direction. 


12 noon 


Mr. Riddell: Do you really think they would, without some 
form of legislation, or is the private sector going to wait until 
their hand is forced? 


Mrs Dolgoy: All. too often (there Cencs = to perma sracics 
negative attitude towards private sector movements here which 
really is largely unfounded. If the government indicated that they 
are providing the opportunity for the private sector to put its 
money where its mouth is, essentially, I think you would find there 
would be progress made in that direction. 


Mr. Coward: A great many employers are anticipating that 
there will be legislation, and they don't see any reason for going 
ahead and amending their plans until they know what will be the 
government's position. What I would say, emphatically, is there has 
been a complete turnaround in attitudes of employers over the last 
10 years or so to early vesting, portability and to providing that 
survivor's benefit be the normal form of pension. I think there is 
a great deal of progress in thinking, but many employers are 
saying: "Why should we make amendments now, when we will probably 
be required to make another set of amendments a little later on? 
Surely to wait for a year or so is the better course." 


As for the improvement of plans, I think it is quite evident 
that they have been improving at a fairly steady rate. The payout 
of the private pension plans is four times what it was 10 years 
ago, so somebody is gaining. The cost of living may have somewhat 
more than doubled but the payout has quadrupled. 


Mr. .sRiddell:) iThesw:factikiis Ethat - stheressssS. rsotllo aoc meee 
employees who don't have a plan of any kind. 


Mr. Coward: A lot of those» who .are not covered: do “nog 
need to be covered or want to be covered. Some of them, of course, 
are in’ group RRSPs, or: profit sharing; but alot ‘ofsthem work’ for 
very small concerns out in the country, at minimum wage or not much 
above, and would not thank you for requiring that part of their 
present pay be set aside for pensions. 


I have urged again and again that we have a better survey of 
this group, but there is no question that there are a great many 
people who are shop assistants, or are working at the gas station 
in small towns, and so on, and hundreds of thousands of these 
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people aren't covered and don't want to be covered. Probably, with 
Our present social security arrangements, they would have 
sufficient from the state scheme. 


Mr. Riddell: I am wondering about those people who were 


put out of work when the branch plants started to close down during 


this rather tough period of time that we are going through. This 
Matter came before another committee of this Legislature, and we 
heard of 55-year-olds being put out of work and finding that they 
had no pension plan whatsoever and knowing that it was going to be 
very difficult to get a job. Maybe they didn't want to participate 
in the pension plan, but maybe they wished that somebody had forced 
their hand earlier on so that they had something to fall back on. 


MrvnrCowardes eves), thiooking Gbackwardss ibtyuais: measy. €o<amake 
that remark. But on this matter of plant closures and so on, I am 
afraid there are some people who think that pension plans should do 
a job they were never designed to do; that is, to act as 
supplementary unemployment insurance, or to provide that people who 
are punuhnfortunatelLy,.. thrown ,out«ati(55,.050 or less,» should. then «be 
able to rely on the pension plan. 


That is a job that pension plan has never tried to tackle. I 
don :tthink poftinancially ;citycould possibly sdom that.) pam strongly 
in favour of pension preservation and portability, so that pension 
raghts@aresmotrvlost.iiButiif? afplan bisdrsuppesed ctomprovide. for 
people at the age of 55, then I think you are giving the system an 
impossible task. 


Mr. Haggerty: There are some plans now, particularly in 
the automobile industry, and perhaps even in the agricultural 
sector in the manufacturing of farm implements and so on, that have 
a built-in plan for pensions at 55--the "30 years and out." I think 
what Mr. Riddell is getting at is that that pension plan is not 
sufficient today. 


Mr. Coward: That's correct. 
Mr. Haggerty: That's where the problem is. 


Mr. Mackenzie: I have some difficulty, also, with your 
argument that there are all kinds of people out there in small 
operations with limited salary who couldn't care less. I think you 
areiright, *hutiwdathinkisttnis, muchamores likely, becausenof their of 
income levels, because I get it in my own constituency which is an 
industrial one. They just bloody well can't afford to buy an RRSP 
or to put money into some other form of savings. That is the only 
reason they couldn't care less about a pension plan. The level of 
the income against the cost is just too low and they can't afford 
at, 


Mr. Clare: Could we have a few numbers, Mr. Chairman? 
What you are saying is welcomed by all of us, and while we have to 
look at everything, we also have to make sure that what we are 
saying will work with each of your constituents. What we as the 
chamber are putting forward has got to be in the national interest, 
or, in the case of the select committee, has got to include the 
Ontario interest. 
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The Gains income in 1982, even without any indexing, is over 
$11,400 for a married couple who are both 65. If you add the 
Ontario tax grants and the tax credits, and you are up over $12,000 
a year with no income tax. Bear in mind that there is no OHIP 
taxable benefit, and that there are free drugs at age 65 and over; 
and that is not counting the $2,000 a year public housing subsidy 
that the senior citizens themselves in Ontario call the "gravy 
train, 


Let us take $12,000 a year for a married couple, all expenses 
paid, no income taxes at 65. Think of that couple with one wage 
earner, a shopkeeper, or whichever of your constituents Laurence 
Coward was talking about, and think about the gross income they 
would have to have at 64, all in equal purchasing power of loaves 
of bread and pairs of shoes and everything like that. What you are 
talking about there, if you are going to pay the OHIP, or if OHIP 
is a taxable benefit, is something like $15,000 or $16,000 a year, 
which means at least $7 or $8 an hour. 


There are a lot of people in Ontario who are being paid less 
than $7 or $8 an hour. So, if you come along and you impose PURS or 
a greater Canada pension plan, which would be taxed at 100 per 
cent--50 per cent under GIS plus 50 per cent under Gains--you only 
do one thing--at 64 they are lower, and at 65 they are higher. The 
only thing you will do is to push them down even further at 64 and 
to push them up even higher at 65. Perhaps if you talk with your 
constituents about this, as I have done since I was appointed to 
the Ontario Advisory Council on Senior Citizens, with field trips 
and one thing and another, you will find there is a lot of common 
sense among Ontario people. 


You will find that Ontario people, who already are going to 
be on the gravy train, as the senior citizens call it themselves in 
many cases--I am talking about married couples now, not single 
people who are renting; that is a problem which the chamber has 
identified--that married couples are already going to have a higher 
standard of living at 65 than they had before with 100 per cent 
index forever. 


Any income that they generate in retirement from savings are 
going to be taxed 100 per cent. They are not stupid. There is a lot 
of common sense in Ontario. These people say: "Hang on to what we 
have got at 64. We are going to better off at 65. We do not want 
contributions under an employer pension plan, thank you." 


I am only talking here of people who are earning $7 or $8 an 
hour or less and are going to be married couples at 65. But that 
makes a big dent in your 50 per cent. We have also talked about 
group RRSPs. There is another dent in your 50 per cent. You can 
talk about people aged 24 and under and there is another dent in 
your 50 per cent. It is a problem. 


Let us remember the elderly single person that CPP will not 
touch. Your select committee is after that properly with your Gains 
recommendation in your first report, but it would be-- 


Mr. Mackenzie: We had difficulty with some of the members 
On that, mind you. 
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Mr. Clare: The chamber brief, which was7~ written in 
February and emerged in March, is solidly behind your select 
committee, for the little it is worth, sir, on that. But if the-- 


Mr. Mackenzie: d.,am..not treally. sure .you..are, clued ..in..on 
this, even on the seniors' gravy train. I had a hell of a night 
last night in my constituency office with three cases that really 
bugged the hell out of me. I doubt that any of them could really 
cope with additional payments. 


One of them was the chap who took a retirement after 37 years 
in one of the local plants. He took it two years ago. He thought, 
yes, he was on the gravy train. He ended up, when he took the 
retirement, with a $725 pension. His wife is a little older than he 
is and she was drawing the OAS. They have a total income of about 
$1,100 right now. 


But he has run into some problems. He has run into, for 
example, a rent increase on his apartment that is $319 a month now, 
eo thhiatenvowo he bliwnof.bigychunk«o£ff it,.night £6 the bat..-He. ran 
into a massive heart attack for his wife. 


One of the things he was in to see me about, for example, was 
he had claimed a $500 and some deduction for a wheelchair because 
she was in the hospital for 14 weeks and when she came out, she was 
movea mwhieeLchair.atHe. has. just got eaybill.~teliings him--it,.is,.the 
secondsnonerawhers ignoreds + the: «firstyseand! faye9quesse Chate.is yhis 
problem--he has to pay $576 plus $6.90 interest back and he has 
another 15 days--this is from income tax--because he was not 
qualified for that deduction because she only had the wheelchair 
for seven months. So he totalled up what the hell he was living on, 
and he thought he had retired a couple of years ago pretty well off 
by comparison, and he was in trouble; and could I do anything, 
including even cutting down on the payback of the bloody $500 they 
wanted, because he did not have that in cash. 


I had another young lady in-- 


Interjection. 


12:10°,.).M. 


Mr. Mackenzie: The cases do not mean anything. All I am 
saying is that I am getting a hell of a lot of people who are 
supposedly on this gravy train, or who have had private pension 
plans, who thought they were okay two and three years ago, and I am 
not really sure that you are in touch with what is happening to 
people out there. 


Mr. Clare: If we take that first example, I think I was 
very careful, sir, to say that, on Laurence Coward's remarks, the 
chamber brief and in what I said, I was talking about a married 
couple of 64 whose hourly rate was $7 or $8 or less. From the sound 
of it, you. are putting on the record another case, which is an 
important one, because, to be in the national interest, the policy 
has got to fit all individuals; but you are not speaking on the 
same agenda for the moment. It is important-- 
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Mr. Mackenzie : Well, I am, ‘in that VE you have a problem 
in any overpayments or in any gravy train that you are talking 
about, surely that is something to do with the tax deal. What we 
have to do is be able to meet the minimum standards for people, and 
right now we are not doing it in this province. 


Mr. Clare: The chamber is all for minimum standards. This 
individual, from the sound of it, is ina different category from 
what I was talking about so far, taking things one at a time, in 
that the individual apparently was earning more than $7 or $8 an 
hour. The chamber is saying that for people who earn under $7 or $8 
an hour, you have a basic standard to meet. People who have higher 
than the average wage constitute another problem, and we are taking 
this in two stages. 


I was only talking so far about the people, married couples, 
earning $7 or $8 an hour or less, and I was saying that they are 
not stupid in that, already, for those people that I described--and 
that is fact--it is a big part of the 50 per cent. You are getting 
into the 50 per cent covered; I was talking about an uncovered 50 
per cent. For a lot of those people, their income in retirement 
goes up, and that is fact, and the chamber wants to put that on the 
record alongside the 50 per cent coverage gap statement. 


We are saying that a lot of those people in that 50 per cent 
coverage gap, if you put a PURS on them, you will lower them even 
further at 64 and you will increase the stepup at 65 even further. 


Mr. Mackenzie: Of course, I do not believe in the PURS. I 
think you are going to have to start with the enrichment of the old 
age supplement, no matter what you do, and then take a look at what 
you do with Canada pension and where the private plans fit into the 
Picture. 


Mr. Clare: There we shake hands, because the chamber-- 
Mr. Mackenzie: To me, PURS does not make any sense at all. 


Mr. Clare: The chamber is saying that before we_ go 
talking about things 30, 40, 50 years off in the future, we should 
be looking at your constituents today, and that we should be 
looking at OAS maybe, and certainly the guaranteed income 
Supplement and the guaranteed annual income system, and also--and I 
believe the Metropolitan Toronto Social Planning Council brought 
this up, and the Canadian Medical Association certainly brought it 
up when I was with them in August--should you perhaps do in Ontario 
what Quebec and Alberta do; under the tax credits and tax grants, 
should you perhaps at least bring renters up to the same level as 
homeowners, and should you possibly do what Alberta and Quebec do, 
which is, put them higher? 


The chamber is not legislating the way you are, sir. We are 
not elected by Ontario. We are saying for your consideration--and 
it “is ‘a “coincidence” that *CMA~Said® the® same thing and vit 216 Ma 
coincidence that the Social Planning Council of Metropolitan 
Toronto said the same thing. This comes from looking at individual 
examples, and frankly the chamber says that 50 per cent is a 
misleading figure. 
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Mr. Chairman: Any questions? 


Mr. Williams: I have some. I just wanted to pursue this 
matter. That was a supplementary you had, that ran for half an hour. 


Mr. Riddell: You keep track of that? 


Mr. Williams: Yes. 


Mr. Haggerty: Is yours a supplementary? 


Mr. Williams: No, it is a new question, the first one 
since sandy <Brandt es ttosMr: 2Coward,; “16%1 ‘mights 


Mr. Coward, I heard you saying, on behalf of the chamber, 
that the chamber is supportive in principle of a form of mandating 
in the private sector; to let the private sector make the plans 
available, but an element of mandating would be acceptable. 


Mr. Coward: On certain matters. 


Mro2owiikbuams: gr Thati<ds#irights*> «Thats-Us'swhat. by was.» coming 
to. You mentioned, of course, the vesting and the portability and 
Survivor benefits and things of that nature but of course what you 
did not touch on was the key element, which has been very much a 
part of the supplementary questions and so forth; and that is, 
coverage. That continues to be, I guess, the major concern for 
those of us who see some advantage to this option of private 
sector. 


The mandatory features are in the provincial universal 
retirement system. So we don't have to worry about it; the coverage 
is there. But in the private sector, where they are encouraging us 
to let them show us what they can do, while you feel that a form of 
the compulsory element would assist in getting that job done you 
still don't seem to be directing yourselves to the coverage aspect 
of it without some element of mandating. 


One group that was before us suggested that all employers be 
compelled to offer plans of some form to employees. Whether they 
would accept or not would of course be another thing again. That 
would be the voluntary aspect of it. They wouldn't be compelled to 
accept the plan, but on the other hand the employer would be 
compelled to offer it. That's one compromise position that has been 
put forward short of saying to employers and employees alike that 
they must engage in some form of plan without at this point setting 
what the base will be. 


(ithink “etis#atineythisiearea that o'wee thave tethesigreatest 
difficulty in trying to find the appropriate mechanism to ensure 
that there will be coverage. If it's left with the private sector 
to develop these plans--and certainly we have had encouragement 
from the private sector, indicating that they want to co-operate, 
knowing which way the winds are blowing in this matter. 


But is that good enough? Can we sit back and say: "By trial 
and error we can work it out, given the opportunity, as the private 
sector, to do what you are looking for"? We're reading between the 
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lines. I don't know whether we can afford the luxury of that time 
element and the trial-and-error factor. I think we have to move 
more quickly and more certainly in the directions we want to go. 
And how can we achieve that without introducing this element of 
compulsion in some other areas you want us to try to avoid? 


Mr. Coward: We believe that the coverage problem is far 
less important than it has been made out to be, because if you 
analyse the uncovered group you will find that a very large 
proportion of them are covered under other types of plans, or they 
had the opportunity and elected not to belong to plans, or they are 
serving the waiting period, or they are workers who are over 65 or 
under 25, or they have such low earnings that the public system is 
adequate. 


So, first of all, we don't think coverage is the vital point. 
If you suggest that employers should be required to offer a plan to 
the employees and if that plan is noncontributory then I suppose 
all employees would take it because it's something for nothing. So 
that can't be what you mean. If it is a contributory plan, then, 
again, it will tend to be taken by those with higher earnings, who 
can afford the contributions, and the ones who are at the bottom 
income level will not take it because they can't afford that 
deduction. 


The idea of the mandatory plan seems to me one with a good 
objective, but it is pretty well unworkable because the pensions 
produced for a long time, for the first 10 or 20 years, will be 
very small, as Mr. Clare says. If you have a small pension for 
someone with low income he loses half of it to the guaranteed 
income supplement and he loses half to Ontario's guaranteed annual 
income system, so there's no advantage. The end effect is that this 
compulsory system would mean that people in Ontario got less Gains 
from the federal government and that they would have to pay and 
would be subsidizing other provinces, as I see it. 


Therefore, I think there should be some reasonable and modest 
improvements in the Canada pension plan, not by taking the 25 per 
cent and making it 50 per cent or anything like that. It's clear to 
me--and I believe I have the support of the chamber--that the 
yearly maximum pensionable earnings--that's the ceiling--in the 
Canada pension plan should be raised to the average industrial wage 
quickly. It was always intended to be there; it's only that it has 
fallen behind because of inflation. 


12:20 p.m. 


Second, we support the drop-out year proposal, which will 
help mainly widows and women. That, as you know, is one of the 
worst areas. We would not be opposed to an increase in the survivor 
benefits in the formula for those benefits which, again, would help 
some of the lowest-income people. 


These are the measures in the Canada pension plan. I have 
Supported an increase in old age security with a tax-back 
arrangement so that there's no great advantage to people with high 
incomes. With those things plus the improvements we are talking 
about in the private system in vesting, portability, survivors' and 
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inflation protection I believe you have got a very acceptable 
package. 


Mr. Clare: One of the things that perhaps the chamber is 
unigue on--and you've seen more briefs than I have--is the idea of 
Pues ten Crcarce Just co, run through that “quickly,;~ iL ‘you "think “or 
an employer just starting up who has no taxable income, if he sets 
up a pension plan he's throwing away dollars because he's not 
Baving "nis 2>~ Or’ -50' "per cent ‘corporate “tax? But’ chances “are that 
most or all of the benefit dollars in future years are going to be 
taxed, so there's a tendency for employers in the first few years 
of starting a business, when they're short of cash anyway and if 
they have no taxable profits to offset it with employer pension 
CONCributrons, Not to startv’a’ plan. 


In the case of an employer who starts business at 35 and who 
sets up a plan at 55 with all the past service in--and this happens 
voluntarily, at least a little bit; not enough, but it happens a 
little bit--what you're seeing is two thirds of a gap, because you 
see no plan while he's 35, 45 or 54 for all his employees. When the 
profits start rolling in and he puts in a plan and he has the past 
service then there's past-service coverage as well as future, so 
the gap is starting to be picked up at that point. But in the 
meantime, when Statistics Canada is looking at which employees are 
covered and which aren't, there are all those early years of an 
employer's business. 


The chamber has a lot of very small groups of employees as 
members, and it was that reason, I suppose--I don't know whether 
the select committee has heard this from any other group--that 
within our own ranks it bubbled up through the committee system 
that one way of mitigating this was that maybe if he would put ina 
Plan when he was 40 or 45 after five years rather than wait 20, if 
there was some positive tax credit refund so that if he puts in his 
contributions he gets back whatever it is--a quarter, a third or a 
half, something that would be equivalent to his having taxable 
DEOLLUS: 


That's yin Four briefly Vand that ts* what ™was'7in? Sid Dolgoy“s 
remarks. The problem with the Canada pension plan trying to cover 
this, and why the chamber of commerce, to my knowledge, since 1950 
have been consistently opposed to earnings-related pensions, is 
that the subsidies have reversed and are upside-down welfare. 


If you look at our brief on page 10, the last two paragraphs, 
and the top of page 1l, I'll walk through some arithmetic. What it 
says in a nutshell is that in one case if a higher-income person 
puts in $400 once and gets out a $200 Canada pension plan benefit 
each year, in two years that person has got his money back; living 
an expected 17 years, in this example, 17 times $200 back is 
$3,400, and he has only put in $400. This is at the bottom of page 
10 of the brief. So the subsidy to that person, who might well be a 
housewife in Forest Hill, is $3,000. 


At the top of page ll--you see the discrimination in our 
brief? We have the low-income person even on a separate page from 
the high-income person on page 10. When we get to St. James Town on 
page 11 we're saying that in one year the person may put in half 
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the contribution, $200 in round numbers; he gets out $100 a year, 
in two years gets the money back and in 17 years gets $1,700. The 
Forest Hill housewife has a subsidy of $3,000 for the one year 
contribution; the St. James Town housewife has a subsidy of only 
$1,500 for one year of contribution. 


If that was put out in that kind of chamber of commerce 
language, whether by the NDP, the Liberals or the Conservatives, I 
am sure their constituents would say: "Hey, wait a minute: There's 
something fishy there. You don't do that with family allowances; 
you don't do that with public housing subsidies. How come you 
suddenly do that with pensions?" 


I. think that's why, “1f thie. kind. .of -6eéal cy waAwoLoowet ne 
chamber has been saying LOr over 30 years, about an 
earnings-related pension plan or the nature of the CPP or the US 
social security, were known, whether it's the Conservatives, 
Liberals or NDP I think there would be even greater support for 
your select committee approach and the chamber approach--and we 
join hands on this--of putting the emphasis, as Laurence Coward 
said, whether on OAS or GIS or GAINS or on the credit for the 
renter. 


But you know, over 50 per cent of the pensioners in Ontario 
get nothing out of CPP. And all of the CPP pensions in Ontario 
right now are $7 or $8 a month. So if you double an $8 a month CPP, 
Sir, with respect)... 1 .don't . think. that (ss going (cos bri ndeeapoue 
nirvana for those particular pensioners. And what the chamber of 
commerce is trying to do--and, you know, our members are right on 
the front line of business and commerce--is to say: "Please, could 
we have some facts? This is the royal commission process. This is 
the select committee process. It's wonderful. Could we have some 
facts and could we have some informed decisions?" And by and large, 
Sir, we're right with you. 


Mren-Williams: .Just.. one, last | GUeSLION, Jif. Ls midgnc, mnt 
Chairman, to Mr. Coward. I was at a pension conference recently, 
and one of the scholarly gentlemen there, whose name I will not 
mention, suggested that the pension tide is coming in and we must 
not act like King Canute. How would you relate that remark to the 
Philosophy being expounded here today by the chamber of commerce, 
whom you are representing? 


Mr. Coward: I think the chamber has recognized that it 
has to change, and I think the members of the chamber have changed 
their attitudes to mandating, vesting, portability and survivors' 
and other issues very considerably. I don't think we're in any way 
opposed to employee representation or a very full disclosure in 
Principle on these matters. We're saying: "Look at the practical 
problems." We're not opposed in principle to inflation protection 
uSing excess interest. What we are saying is: "For heaven's sake, 
don't make it retroactive. For heaven's sake, be careful that it's 
a workable system." And we do not believe that you need immediate 
mandatory action on this matter. 


I personally differ somewhat from the chamber on that 
particular issue, but I think there's a lot of evidence that the 
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chamber has changed its position with the changing times. I look at 
the old briefs and, in fact, the old policy statement, which in 
effect said that every employee can look after himself perfectly 
well, that there might be highly exceptional circumstances in which 
government ought to get involved; then I look at our present 
position, where we say that the employee contributes and should 
contribute and is willing to contribute, but we are recognizing 
that government certainly has an obligation both to provide social 
security and to supervise the private sector. I hope the evidence 
is clear that the chamber is not acting like King Canute. 


Mieoeeniadekl: =. -don.t “know “how, Mr. ?Chatrman, Mra «Gunn 
would observe that this committee was anything but impartial, 
because you mentioned Liberals, NDP and Conservatives. 


But no, my question to Mr.-- 


Mr. Chairman: I thought it was Mr. Clare who mentioned 
that. 


Interjection. 
Mr. Riddell: Right. 


Mr. Chairman: You were speaking of the universal truth, I 
suppose. 


Mr. Riddell: You referred briefly to improvements for the 
women in this country, and I'm just wondering: Do I take it from 
your comments, the partial response to Mr. Williams, that you 
support the recommendation of the Haley commission that Ontario 
reverse its position and support the federally proposed 
child-rearing drop-out provision? 


Mr. Coward: Tragically, yes. 
Mr. Chairman: Further questions? 


Thank you very much, gentlemen. It has been very stimulating. 
We certainly appreciated your coming before us today. 


Mr. Roberts: Thank you, Mr. Chairman. You have made some 
good suggestions and some points very well made that we can take 
home with us, too, and we will do that. Thank you very much. 

Mr. Chairman: We stand adjourned until two o'clock. 


The committee recessed at 12:30 p.m. 
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The committee resumed at 2:07 p.m. in room No. 15l. 
ONTARIO NURSES' ASSOCIATION 


Mr. Chairman: Gentlemen, we have with us the Ontario 
Nurses ' Association, whose brief has been distributed and entered 
as exhibit number 158. Miss Ethyllynn Phillips is president. 


Miss Phillips, do you wish to introduce your delegation, 
whoever will be assisting you there? 


Miss Phillips: I am Ethyllyn Phillips, president of the 
Ontario Nurses' Association. To my immediate left is Anne Gribben, 
our chief executive officer; next to Anne is Bharrat Latchman, who 
is our research co-ordinator; and to my immediate right is Darcie 
Beggs, who is our research officer. 


Mr. Chairman: We have your brief, and we are in your 
hands now as to how you wish to cover it. 


Missoni s.-, iY would’ like’ *to= gow through= them brier ss, “il 
have made a summary of the material contained in the brief, and I 
have elaborated a wee bit on the conclusions. These conclusions are 
found on pages 16, 17 and 18 of the brief, if you wish to follow 
along at any point, and then we would be pleased to answer 
questions from the whole committee at the conclusion of the 
presentation. 


Before I begin, Pe) would Onl tke Beton capotogize: ‘for’ the 
typographical errors. Unfortunately, the little gremlins evaded us 
when we were proofreading, so they did not get caught then either. 


Meee Chairman: “You. ‘should ‘not © point} them out: because we 
probably will not even notice them. 


Miss Phillips: That is what I am hoping. I am not going 
to specify; I will make a general statement covering them and that 
re: ut. 


Mr. Mackenzie: In my case, it is my own spelling. 
Miss Phillips: Good. It makes me feel better. Thank you. 


The Ontario Nurses' Association or ONA is a _ predominantly 
female organization. To be more specific, 98.5 per cent of our 
Organization are females and of this number 65 per cent are married. 


The Ontario Nurses' Association is the certified bargaining 
agent for more than 32,000 registered and graduate nurses in 
Ontario. As the voice of these nurses, employed in hospitals, 
public health units, nursing homes, homes for the aged, the 
Victorian Order of Nurses, medical clinics and industry, ONA 
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welcomes the opportunity to present its views to the select 
committee on pensions. 


The membership profile which is found in the brief indicates 
that, of 32,748 nurses represented, 20,784 are full-time members of 
the working force and 11,964 are part-time members of the working 
force. Approximately 62 per cent of these members participate in an 
employer-sponsored group pension plan, but 38 per cent do not have 
this opportunity. ONA agrees with the Haley commission report that: 
"There is at present no system for retirement income 
provisions...in Canada," and that retirement incomes are and will 
continue to be inadequate unless improvements are made. 


We state that the time for study must end and the time for 
action and decision-making has arrived. In our presentation, we 
have focused mainly on the areas of ascertaining the best method to 
provide an adequate guaranteed income for the elderly; expansion of 
the Canada pension plan versus the provincial universal retirement 
system or PURS; the role of employer-sponsored group pension plans; 
coverage for part-time employees; and those issues that effect 
mainly women. 


We have reached the following conclusion: 


1. Pension income should be derived as_ follows: CIs) 
Guaranteed minimum from old age supplement and CPP; and (ii) Top-up 
provisions from employer-sponsored group plans and private savings 
plans. 


2. Guaranteed minimum pension to be 75 per cent of the 
average industrial wage or AIW. 


We perceive this as being very necessary in order to allow 
Our senior citizens the opportunity to live their retirement years 
in dignity and with self-respect. We see the OAS and the CPP making 
up 75 per cent of the AIW. Any employer-sponsored group pension 
plan and/or private savings plans could then be used to provide 
top-up benefits to the guaranteed system. The OAS will pay between 
25 to 75 per cent of the AIW, depending upon the level of CPP the 
retirer receives. 


3. An expanded OAS is the most appropriate vehicle for 
providing an adequate guaranteed income for today's elderly. The 
increase in OAS is to be phased in simultaneously with the 
expansion of the CPP. 


Expanding the OAS would appear to be appropriate because the 
OAS is universal and only residency requirements’ restrict 
eligibility to receive this income. If more than one half of the 
elderly population is receiving welfare type supplementation, 
Guaranteed income supplement or GIS, then the OAS payments are 
already too low. 


Also, there is some evidence that a number of OAS recipients 
who should be receiving GIS are not doing so because a tax return 
is not being filed. Increasing OAS benefits would avoid many 
problems which could arise if the GIS were to be expanded. 
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4. The Canada pension plan should be expanded and improved to 
a level of benefits equal to 50 per cent of the AIW. 


In making this statement, we completely reject the Haley 
commission's main proposal for a provincial universal retirement 
system. PURS is a money purchase plan. Like all money purchase 
plans, the amount of benefit on retirement is questionable. 
Benefits are based not on pre-retirement earnings but on whatever 
pension can be purchased at the time of retirement. There is no 
certainty regarding investment returns and as conditions in the 
financial market can change considerably, a substantial degree of 
risk is involved to the individual employee. 


If implemented today, PURS would require 47 years to reach 
Maturity and therefore would not meet the needs of the elderly at 
povestimes “PURS TS) “notvedefinite “as *to “the “amount™ of “income 
replacement it is intended to provide. It presents problems when 
workers are not in the paid labour force and is portable only 
within Ontario. 


We believe the focus should be on improving and expanding the 
CPP as indexing, vesting and portability are not problems with CPP. 
An administration system currently exists in CPP and universal 
coverage to all wage earners, regardless of age, length of service 
of type of employment, would be possible when CPP is combined with 
OAS. The defined benefit formula provides much more certainty in 
reference to the level of benefits available at retirement. 


5. CPP contributions should be increased immediately. 
However, the full increase should be phased in gradually. To avoid 
a sudden impact of a large-scale increase in contribution rates for 
both the employees and the employer, we would propose a phase-in 
handled in much the same way as the original CPP was introduced, 
that is phasing in over a period of time to build to a maximum. 


6. The CPP should be partially funded and not solely a pay as 
you go approach. A fully-funded pension plan providing indexing 
does not appear to be feasible as it would be far more costly than 
partial funding and the assets that would have to be invested would 
exceed the available supply of marketable securities. Partial 
funding appears to be a better alternative than a strict pay as you 
go approach and ensures that the cost of CPP benefits will not be 
totally with the employee and employer, nor future generations. 


7. There should be continued indexing on all government 
pension schemes. This we believe to be essential in order that 
pensioners not suffer and be able to keep up with the rising cost 
GrerniclLacton. 


8. The mechanism for all employer based pension plans to 
provide inflation protection is the excess interest approach. It is 
necessary that all employer-based pension plans should offer at 
minimum some degree of indexation. We wholeheartedly endorse the 
select committee's recommendation number 17 that: "The Pension 
Commission of Ontario proceed with the development of legislation 
utilizing the excess interest approach with a phasing-in period to 
ease the cost impact." 
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9. There should be immediate vesting. 
10. There should be full portability among all pension plans. 


Conclusions nine and 10 are particularly pertinent to nurses 
because of their high mobility. Nurses often work for several 
employers during the course of their careers and because of this 
mobility they tend to lose their pensions. Because pensions are 
deferred wages, employees have earned pension rights, regardless of 
the length of time spent working for one employer. These rights 
should be protected. Therefore, we support substantial improvements 
in the conditions for preserving pensions for our mobile work force. 


We also believe it is important for the employee to have 
entitlement to employer pension contributions immediately. Under 
present legislation employees generally do not make any real 
contributions to the pension plan until the employee is in his or 
her forties. 


11. There should be no legislated mandatory retirement age. 
Private group pension plans should be able to defer normal 
retirement earlier than age 60 according to the particular employee 
group. Normal retirement age specified in nurses' pensions is 65. 
An active nursing career, however, is constrained by the physical 
demands and psychological stress caused by work conditions in the 
health care field. A nurse should be able to retire after 30 years 
of service with a full pension. 
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We believe that Canada pension plan and old age supplement 
benefits should be payable on retirement beginning at age 60. 
Normal retirement should be at age 60. While earlier retirement is 
a strong objective for nurses, we recognize that there are many 
situations where employees wish to work beyond age 65 and are able 
to do so. This option should remain available. 


12. Part-time employees who work on a regular basis should be 
provided the opportunity to participate in employer pension plans. 
As you will note from our statistics, nursing requires a large 
number of part-time employees. Thirty-seven per cent, or 11,900 
nurses represented by the Ontario Nurses' Association are part-time 
employees. These employees are rarely covered by pension plans. We 
believe that part-time employees who work on a regular basis should 
be eligible for enrolment in pension plans. 


13. Private pension plans should be required to provide a 
minimum survivors' benefit equal to two thirds of the normal 
benefits, plus 10 per cent of the benefits for each dependant to a 
total not exceeding 90 per cent of the benefits. Under the CPP, 
Survivor benefits should be maintained, provided the survivor is 
dependent and under age 60. At age 60 all persons should be 
entitled to the guaranteed minimum retirement income. 


14. The CPP should institute the child rearing drop-out 
provisions. We strongly support this and all other amendments which 
recognize the added responsibility of women to raise and care for a 
family. 
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15. There should be general splitting of pension credits in 
the event of marriage breakdown, unless the parties or the courts 
determine otherwise, until a guaranteed minimum income system is a 
reality. This presently exists, but is not well known. Therefore it 
has apparently not been utilized to the degree possible. We would 
recommend more information be made available regarding this 
provision. 


16. Full disclosure of all information regarding a pension 
plan should be made available on request by any plan member, 
including retirees, or her or his bargaining agent. 


17. We recommend mandatory co-management of all pension 
plans, based on equal representation of the employee and employer, 
including the CPP. This is based on the view of pension as deferred 
wages, but it is a fundamental right for employees to have a voice 
in the administration of their money. 


We strongly believe that it is a right of all senior citizens 
to be able to live with dignity and financial security during their 
retirement years. Therefore we support a basic guaranteed minimum 
pension for Canada's elderly. 


Mr. Chairman: Thank you. 


Mr. Cureatz: I was interested in- "your emphasis on 
immediate vesting. My wife has been a nurse in the past, so I can 
appreciate the need for manoeuvrability with regard to the number 
of hospitals that she has worked in. But I am looking at it from a 
different perspective as regards legislation which would promote 
immediate vesting by, for instance, business employers who would 
have to adjust to immediate vesting. 


I am thinking of the attempt the committee has made in 
proposing a shorter vesting term and any working down. Could you 
see a phase-in period as opposed to immediate vesting now? Does 
that seem acceptable? 


Miss’ Gribben: I would like to> speak on that.’ I -think ‘that 
all through our brief, on many of the aspects we have accepted the 
need for phasing in. As long as it is recognized that the ultimate 
foal is tom bexitnic,scthen phase! itean. @buce rit byetscaying mito you at 
twas Eooint, Ewelbeyes;, owe Vthinke@ate this, pointeditimwouldiebe more 
appropriate to phase in and therefore we could accept at this time 
that we reduce down to seven years and then to five years. So often 
it gets locked in, carved in stone, and then it is forgotten that 
the whole ultimate purpose was to have immediate vesting. 


Fes Siweintmecognizes there).could bela@cost! factor ®°for ‘an 
immediate adjustment. But the actual goal is to have that kind of 
immediate vesting, and therefore to work towards it and set up an 
actual time limit to do so, as opposed to just saying for now we 
will bring it down to seven years or five years or whatever. 


Mr io Cureatz:« Iyowas sfinterested! in eyour hsccomment © in.) regard 
tovurtthe Mepblitting’? of “the “pensions as! laP° provision® .in’’ ‘case of 
matrimonial breakup. Have made submissions of any kind to the 
Attorney General (Mr. McMurtry) in this regard? 
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This came up before from a previous group, which had not made 
a specific presentation. They asked the chairman and this select 
committee to suggest that possibly the Family Law Reform Act should 
be reviewed again in order to emphasize pensions. What I am asking, 
I suppose, is if you would suggest strongly that the committee 
pursue that matter with the Attorney General. 


Miss Phillips: We have supported it, not on our own, but 
by supporting the brief of the Ontario Council of the Status of 
Women, which has this as one of the important points in their 
brief. We have done it in this way, but we have not made a 
submission directly to the government on our own behalf regarding 
this-spoeint < 


Mr. Cureatz: And would you like the committee to pursue 
iMeie 


Miss Phillips: We would very much so, please, because we 
feel that this is one of the areas which, while people are aware of 
it, is not being utilized. I think there were only 950 cases in the 
past year where it was asked for and used. I am sure that there 
were a lot more cases where it certainly could have been used. This 
certainly is an area in which we are also concerned. 


Mr. Brandt: I enjoyed listening to the brief, although I 
do have some concerns. One of them, which Mr. Cureatz addressed, 
was the matter of immediate vesting, particularly as it relates to 
the cost. 


In a very general way the brief touches on many of the issues 
that the committee is attempting to address, and also the 
recommendations of the royal commission. But I do have some very 
serious concerns and I want to be up front with you and indicate 
those right off the bat. 


The cost of implementing a lot of the recommendations that 
you have made are somewhat beyond the capacity, I would think, of 
the present economy to absorb. I could not take issue with very 
many of your recommendations about the direction you want to go in 
because from the main standpoint-- 


Mr. Mackenzie: It is a bottom-line brief. 


Mrs) «Brandte. | Thate: ussgnotu.quite.cthe <way.sl,swouldstnadws 
described it. I described another one to you in that context. This 
is a different brief. 


Mr. Mackenzie: You thought the one from the chamber was 
an excellent bottom-line brief. I think this one isS_ more 
appropriate. 


Mr. Brandt: Alles raghté Maybe I should address the 
question to Mr. Mackenzie, Mr. Chairman, since he knows the answer 
to this one. 


Have you attempted in any way to put a cost on any of the 
recommendations that you have put before us? I realize it is a 
large and very complicated task. You are not dealing with merely 
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hundreds of millions; you are making recommendations that cost in 
the billions of dollars. Do you know that? 


Miss Phillips: Yes. 


Mr. Brandt: It does not bother you? 


Miss Phillips: We are aware of this and it bothers us. 
This is why we have looked at phasing-in areas. We are not familiar 
with the actuarial reports, et cetera, so we are not able to get 
right down and say we recommend it come in at this or that per 
cent. We realize that the costs are tremendous. This is why we have 
advocated that there has to be a phasing in, that it has to be 
shared. CPP is one way of doing this. 


I will ask our research co-ordinator if there is anything I 
nave Lert *out-of“this. I- am’ sure’ there ts. 


2:30 p.m. 


Mr. Brandt: Let me be specific. In your recommendation 
five, you say that contributions should be increased immediately, 
however the full increase should be phased in. Are you not asking 
for the best of both worlds in that statement? Or could you perhaps 
elaborate on what you mean by that? 


Miss OGribben:® If Ivo may, ‘just'© for “rai moment: «The very 
question that you have asked to the president in relation to the 
tremendous cost--it was not so many years ago when that was exactly 
what you heard from this government and the federal government, 
about how you could not possibly reduce the qualifying age for the 
old age pension from age 70 to 65, because it would be far too 
costly. Today, we have pensions available to our elderly at age 65. 
If we had listened to your hue and cry and your complaint about how 
costly it was-- 


Mr. Brandt: I assure you it is more than a hue and cry, 
and I do not make an analogy between 70 to 65 and-- 


MiceteGrippenze "1 “am  not'© trying ~to “belrttle™ what you are 
saying, but that is exactly what happened. It is the same thing. 
Sure it was expensive, and so it had to be graduated down; and we 
are taking the same position. We believe and we know there is a 
large cost involved in this, but we cannot, in the same breath, 
because of cost, allow our elderly to live in poverty or in 
sub-poverty, to die with humility, without the necessities of life, 
simply because we have sat on our petards at this point and said to 
ourselves, "We never can do it because it is just going to be too 
costly; we cannot find the means." 


fT think’ further; that’ when” you ask “Us what “1t -will “cost, ~we 
know, from what you are saying and from what we know ourselves, it 
is™aelarge®icost, “and we ‘arer not! tryingzito ‘belittle <1te From, our 
standpoint, we do not have the facts, the data, the figures, the 
wherewithal that the governments would have to be able to make that 
proper estimate as to what the cost would be; so we do not know 
whether we are talking-- 


Mr. Brandt: I am sure that you are aware of the 
arguments; and I am not trying to be provocative, Mr. Chairman, but 
only. toss 


Mr. Chairman: You never are. 
Mrs McCtellany It is all. inadvertent, tis) 2ur 


Mr. Brandt: Totally. The argument has been put forward 
that we shall be hard pressed, not from the standpoint of 
justifying but from the standpoint of being able to handle the 
costs of the programs that we have now, aS a direct result of the 
demographic changes that are occurring in our society, primarily as 
it relates to pensions. There are a larger and larger number of 
people who are entering the retirement age and a smaller number of 
people who are providing for them, which is really a 
cause-and-effect relationship that one has to be realistic about. 


So there are some who would argue--I am not arguing a status 
quo, believe me, when I say that, but I am arguing that there are 
going to be some major difficulties in our economy adjusting simply 
to the changes in numbers that we have to face as a given reality. 
It is not just some planner's dream that we are going to have 
hundreds of thousands more retirees. That is a fact. The problem 
is, how do you enrich the program at the same time as you are 
dealing with an enlarged group with a smaller base upon which to 
fund those very desirable, and in many cases, needed programs? 


I agree with you, we should not allow our elderly to die in 
poverty and so forth; that goes without saying. We are attempting 
to find ways to see that does not happen, but the problem that we 
have got, if you look for a blanket enrichment and you simply 
enrich pensions for everyone, perhaps we are not zeroing in on 
those we might be able to help, given a finite resource base. 


So perhaps you could address part of that, because I am 
concerned that your brief may bring about rising expectations in 
the minds of some people, to a level or beyond a level that we are 
able to even come close to being able to handle. 


MiwesLatchman: «If . tlhwmay.a SaVauSOrt eiityalS) CXacel YY, OL. tee 
reason that we are recommending that we make a start now, because 
that problem will become larger if we leave it for later. It is the 
demographic changes and the smaller base to support the elderly 
that will become a larger problem later. We are recommending that 
you do it now, that you start now to do it. 


I do not agree with the idea that the economy cannot at this 
stage begin to do something to improve the level of pensions. I do 
not think we agree with that. 


MrsesBrandt:: Ivididw not says hhatse ib yesaid,btopithe g°extens 
that you have outlined here, for the level of benefits generated-- 


Mr. Latchman: Yes, but you must recognize the fact that 
the extent to which we outline here, we are not asking that this be 
done immediately under the present economic situation. What we are 
asking for is that this be set as the goal, the objectives, and 
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Enatulamstart spe >:madel nowcather :-than leavingw:itsifors later to 
achieve this goal. 


Mey Brandt: “rf will let “someone else ‘take ‘the —floor-in: a 


moment, Mr. Chairman. I just wanted to perhaps zero in on one other 


one. In recommendation number nine, you say there should be 
immediate vesting. Thateis gau *pretty sastraight forward). -direct 
statement. There is no phase in there at all. Some of us thought we 
were taking a quantum leap by going to five years and we spent a 
great number of hours in deliberation on this committee attempting 
to figure out whether or not five years would be a realistic 
timeframe for vesting. 


We have had countless groups come before us who have 
Mmidicatea some problem with ‘that kind) ofavesting.. 2 ethinksit aus 
Btarcingsmtoecatccn..on’ in terms \of-sits* acceptability to <a greater 
extent now but there has been some reservation about the ability to 
even fund that’ 'cost <andifyou are asking for us to go--there canbe 
nothing more than immediate vesting. That's the ultimate. That's 
what you are asking for here so I don't see where you are being 
moderate in your approach, your phasing in that respect. 


Miss Gribben: If I may respond on that basis, it is the 
health field which is our area of interest and a large portion of 
our nurses are already covered under a pension form that already 
has an immediate vesting. Right now, OMERS has immediate vesting 
and viseteoversivra, cLarge+ number. of. our. public -employees-=the 
municipal, the school boards. 


Quite frankly, you have got a very large group of employees 
in this province already attached to an employer contributory type 
of pension plan that has immediate vesting. Admittedly, the other 
large pension carrier that covers our hospital people has, in our 
estimation, an unreasonable length of time in the delay in the 
vesting mate detnoteias if it is notwalready inseffect. for “a very 
large number of employees already employed in this province and it 
does deal with the employer pension plans that we are talking about. 


Mr. Williams: I would like to go to your concern number 
12, coverage for part-time employees. Obviously, because of the 
high content of part-time workers within your profession, Fas eS 
probably one of the more important, certainly one of the high 
profile priority items that I can see you obviously addressing and 
expressing concern over. 


We spent a great deal of time here one day last week trying 
to develop a definition of what a part-time worker would be as Par 
as qualifying for pension rights and benefits. I am wondering if 
you could assist the committee in trying to give some definition to 
that term. At that time we I guess really tried to zero in on a 
limited number of working hours within a week on an on-going basis 
but you may have other thoughts or you may feel that's the type of 
formula you have to develop. I don't know. Could you assist us? 


Miss Phillips: According to our contract, a part-time 
person is one who works less than 37.5 hours specified as the 
working week. We have said that those employees who work on a 
regular basis--now they could work maybe one tour a week--they 
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could work two tours or three tours--we feel that it would be 
beneficial if this were prorated, based on the annual income and 
prorated to that of a full-time employee. This is basically how we 
see it happening. 


Mr. Williams:/*So “it wodld average ‘Sut Wee rwnotmtless thar 
that many hours? How many hours did you say? 


Miss” Phiilaps Our’ ful Pecourtissene le 
Mr. Williams: Yes, right. 


Miss Phillips: That is a full-time employee, but really 
we define a part-time employee, as I said, as anyone who works less 
than the 37.5 hours per week. 


Miss Gribben: If I might add, I think the other aspect is 
that we don't want to fall into this pit, and I believe it to be a 
pit, where you start to talk about how many hours should it be 
because always then, there is going to be somebody who works 
regularly but just doesn't quite make enough hours and they are 
going to lose out entirely. 


From our standpoint, a regular part-time person can very 
easily be described as a person who works on a regular basis and 
probably on a pre-determined schedule. It could be only one day a 
week but it is every week, or it could be two days this week and 
three days next week sort of business, but it is more on the basis 
that she works on a regular basis aS opposed to some person who 
comes in and works this month and works a couple of days and then 
you do not see them for two months. 


2:40 p.m. 


But there is a real danger in saying it is so many hours, 
because you could have that person falling one hour short of it and 
therefore it is like the the old saying of being born 30 years too 
soon or something. That is the danger of putting that aspect to it. 
But if she works on a regular basis so she is there, she is being 
Paid on which there could be deductions made from pay, then there 
should be no reason why she cannot have access to a contributory 
pension plan. 


Mr. Haggerty: What happens when you have a 12-hour shift 
that nurses are now working? 


Miss >\Philblipssy Then«cshe swould istihivibéeleworkingsyon Ge 
predetermined basis regularly. 


Mr. Haggerty: Does it mean they work four days one week 
and perhaps next week are off? 


Miss Gribben: It is a compressed work week. 


Mr. Haggerty: ‘They are Sonly working--I tiknoweat Sis pretey 
hard to catch up with, but I imagine it would cause some problems 
there. You may be considered as a part-time employee eventually by 
working 12-hour shifts. 
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MissoiPhillips: »Ji,ame.sorry.; You, did. just.ssayeayou .may be 
considered a part-time-- 


Mr. Haggerty: You may be considered as part-time 
employees if you do the 12-hour shifts. You are working one week 
and you are off the next week. 


Miss Phillips: What you are really doing is working the 
compressed work week. If you are a full-time employee working the 
12-hour shift, you are not defined as a part-time employee. The 
part-time employee is the one who is predetermined on a basis less 
than the regular number of hours per week, as defined per the 
contract. You are hired aS a part-time or a full-time employee. I 
really do not feel this would fall into that category. 


Mr. Haggerty: Yes, but working 12-hour shifts, though, 
would it not cause other problems or would it mean to the industry, 
for example, that you would have to have additional part-time 
workerss there.to fill in;,.inscase:you are working. four. days..at.12 
hours a day and perhaps there may be some person not feeling too 
well or something, and they lose a day out of that? Are we looking 
to have more part-time employees under the four day a week shift? 


Miss Phillips: I do not feel that this is a problem which 
has arisen. You are looking at the compressed work week and it is 
filled in from there. I do not think I have answered the last part 
of your question. 


Mr. Haggerty: It is an interesting point that I am trying 
to find out about this compressed work. 


Miscesothboben swap tent snelps watendlig. glont.~now twe nave. 1n 
many areas of hospitals across this whole province for full-time 
people a compressed work week, which is the 12-hour shifts. So 
there is no problem in terms of where you have three shifts to 
cover, you now have two shifts to cover of the total staff. 


Mr. Haggerty: Has it required additional manpower? 
Miss Gribben: It may or it may not. 
Mr. Haggerty: This is the point I was trying to make. 


Miss Gribben: But it does not have any effect on the 
pensions or the fact that the hours you are working because what 
you have-- 


Mr. Haggerty: It could be that you are going to have 
enough part-time-- 


Miss Gribben: It is a full work week when you are working 
three l2-hour shifts this week and four the next. In fact, that is 
even more than a full week in the following week, but it averages 
itself out, say, over three weeks' or four weeks' time. One just 
Cannot isolate each week and say it is that, but our full-time 
people are working a three-shift week. 
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Mr. Haggerty: But I was just wondering if it does not in 
this type of a compressed work week that we do find that there are 
requirements for additional part-time employees. I am thinking, in 
particular, of the nuclear industry at Douglas Point around this 
and the 12-hour shifts. 


Miss -Gribbens You areéreright wo lteecould) to “4 "certain extent 
Or we simply did a different adjustment with full-time people. 


Mr. Haggerty: You have no figures on that. 


Mr. Williams: Just coming back to the main question, I 
think you are quite right, there are two elements to the dilemma. 
One iS part-time and one is regular. The two have to _ go 
hand-in-hand. Certainly in some industries, regular work can be on 
a seasonal basis and there may be a number of months go by where 
they would not be working at all because of the very nature of the 
work, not so in your particular profession because it is more of an 
ongoing type of work activity without seasonal considerations. 


In talking to one group last week, they were looking at the 
lower end of the scale as to the maximum number of hours you would 
need before you could consider that you were a regular part-time 
worker. They were applying it to two thirds of the regular work 
week in hours. In your type of profession, I do not know that you 
can do that. 


Miss Gribben: First of all, on general principle we would 
not» accept, that), basis: that “two-thirds wotesfuil-timer worse nwouwld 
qualify as part-time. The Ontario Labour Relations Board right 
now--and it is a little outdated--says that any person who works 
less than 24 hours is a part-time person for the purposes of labour 
matters and any person who works over 24 hours is deemed to be a 
full-time person for labour matters. So we certainly would not be 
promoting a two-thirds aspect. 


Frankly, we are very concerned when you lay any kind of hours 
in there. Look at it on the basis of whether they are regularly 
employed, there are deductions and they are» able ‘to » make 
contributions as opposed to whether it is seven and a half hours 
every week or 15 hours or 22 1/2 hours every week. 


Mr. Chairman: We have had people come before us 
suggesting that we use the expression "durable relationship," 
wherever there is a durable relationship. So there is something 
else for you. 


Mr. sWilliams: Just @ounding this? out, usangzbthe ssro rata 
concept you have come at because of the particular nature of your 
profession and the working hours, could I extract from you the 
lower end of the scale as to the number of hours on a yearly basis? 
Have you ever given thought to that? 


I know you are reluctant to come to a lower figure in the 
number of hours worked because you say anything less than the full 
is part-time and it would not fit the criteria. You say two thirds 
is; notyoa »nealistic:: figurée.« cWhatamigure, “usingse Chatntenol rata 
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consideration, do you think iS a reasonable figure in a given 
12-month period? 


Miss Gribben: Allowing for the fact that everybody is 
Bntitieduto.a certain. amount.of.vacation, .1 wild not take the full 
year. I think on the basis that, if a person worked at least one 
tour--as you said, I am reluctant to give you any hours because I 
think a lot of damage can be done by getting wedded to an hour 
basis--but on that basis, if a person worked one day a week every 
week of the year except for the time when he is entitled to 
vacation, then I would say the minimum would probably be 47 days 
times seven hours, so that would probably even off at 300 hours. 


Mr. Mackenzie: I am pleased that your brief takes a 
serious look at the needs of a heck of a lot more people than just 
your own organization. We had very much an "I'm all right, Jack" 
brief this morning that disturbed me no end and I think I indicated 
I was not very happy with it. The reputation the profession has I 
think is well supported in the kind of brief you have here. 


I am particularly pleased--and I want to make a point of it; 
I hope you do it everywhere you are arguing--with point number 
five. One of the difficulties we have in talking on a broad scale 
with the need for more adequate pension income and to maintain the 
portability and the universal nature of it as well as to get us 
into a variety of improvements, you are obviously dealing very 
heavily in costs. 


I was pleased to see you people state very clearly that you 
want to see an immediate increase but that the full scale of the 
increase should be phased in. I have difficulty understanding how 
that could bother some people because, while that has been the 
argument against increases in universal pension plans, most of the 
responsible groups before us--and I think it started with the 
Ontario Federation of Labour--have stated very clearly that there 
will be more cost to this. 


It is something my colleague and I have gone on record as 
understanding and stating from day one because part of the argument 
is going to be to convince the public that an adequate pension is 
going to cost a little more. 


I think you have set the stage and you have been a heck Olwa 
lot more up front than some people in clearly stating that you 
increase it now and you phase it in. I think most of the evidence 
before us has indicated that that is the proper approach and one to 
be expected. Most of us knew that we were going to have increases 
in the Canada pension plan payments not too far down the road in 
any event; it was the intent from the begLunind. «cOnm. Chink. «LL we 
face that fact it's a little easier to start discussing exactly 
what we can do with pensions generally. 


21509 D ellis 


The other point is the vesting. Once again, I don't have 
difficulty with what you have said. I feel almost a little guilty 
at times. It's almost two years ago in this House that I moved a 
motion for five-year vesting, because up to that point we weren't 
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getting anywhere, and that particular motion or resolution did pass 
the House. No action was taken on it, but we moved it. 


The evidence, rather than indicating some real trouble with 
that--and I guess this is the difference in the perceptions of my 
colleague and myself--is that most of the groups before us, 
including management groups, have indicated: "Yes, if you accept 
the principle that pension payments are deferred wages there's no 
argument against vesting, including immediate vesting." Now, most 
of them don't want immediate vesting, but a number of the groups 
before us--I would say more of them--have gone the reverse way and 
have indicated that there wouldn't be that much problem with 
diminishing the vesting period. But certainly five years is not 
fae sel SG Ch by ee 


This committee itself, in the evidence before it, indicated 
that we could do it in five, and in three years we could look at 
reducing it or leave it up to the the pension commission to reduce 
it still further.” It*s> my “feeling”™ that” probably the--weighetsoer 
evidence before us is that we probably could have had a lesser 
vesting time even than five years. I'm not sure we shouldn't be 
rethinking the original motion that we have already included in our 
interim report before the House. 


I would like to have a list done of those who say, "Hey: We 
can't do it" and of those who say, "Yes, we accept that it has got 
to be done." Even some of the management groups have said, "You can 
ado, it in “a ‘lot less. than. five years, ” 80 e0OnCe, sagain, wt come 
difference in perception that you will get as to whether or not one 
should decide (inaudible) you can go to a lesser vesting period. I 
don't think “you-, are too - far "off bases-imr making~ the .kindisce 
suggestions you have made. 


You might have some difficulty in going immediately to 75 per 
cent of the average industrial wage. I understand the costs in 
that; that's something you would sure as blazes have to take a look 
at, and I have no difficulty with knowing that we can't buy what we 
can't afford. But I think the basic things you are accepting here 
are that: "Hey, look, we need better pensions; that's the bottom 
line as far as we're concerned. They have got to cover everybody, 
they have got to have portability and we have got to understand 
that we are going to have to pay for them." 


The only real argument I think we get is over the kind of 
percentages that various groups throw before us as to what the 
actual cost is going to be. I just think the approach you have 
taken is a positive one, and I really do want to congratulate your 
group on it. 


Mr. *#€haitman: “I~. think==‘you,~-got— :ay. pretty —esatisractom 
answer to that question. 


Mr. Mackenzie: Well, if one looks into some of the other 
positions and getting where the bottom lines are in some of the 
other briefs, Mr. Chairman. 


Mr. Brandt: (Inaudible) we might as well exceed what 
Saskatchewan has done and a few other jurisdictions. 


iS 


Mr. Mackenzie: Mr. Chairman, I'm finally getting some 
support. I have been suggesting all along that when you get 
increases in CPP, if Ontario would take the lead-- The very problem 
the feds won't act is because they don't know what Ontario wants to 
do. It's time we did show the leadership. 


Mr. Brandt: My last statement was with tongue in cheek, 
let the record show. 


Mr. Cousens: I think you're breaking him down, though. 
Interjections. 


Mr. McClellan: I was interested in the Ontario Nurses’ 
Association's proposal with respect to old age security. Our party 
is looking increaSingly at a combination of old age security and 
CPP as a way of solving the problems of low-wage earners, of women, 
of people who are only partially attached to the work force and who 
can't expect a benefit from occupationally based plans. We're not 
interested, as you are not, in perpetuating welfare programs for 
elderly people. 


I think you have basically a new proposal. I want to make 
sure I'm understanding your proposal. Are you suggesting that old 
age security would no longer be a flat-rate benefit and that it 
would provide an effective guaranteed income up to 75 per cent of 
the AIW? 


Missmiphaitaps: Silnet conjunctionieiweth eathe  CPPa8 Anderiwe re 
suggesting that eventually the CPP would support 50 per cent of the 
75 per cent for those people who are eligible under the CPP. Of 
course, for those who are not eligible then the OAS would be 

required to supplement up to 75 per cent. 


Mr. McClellan: How would you administer that so that it 
did not look like a welfare program? 


Miss Phillips: It probably could be administered just as 
it is, and basically with the increases in it. I was going to say 
yOu. just..rob, Peter to pay Paul, but that is not really ‘the simile. 
You are not really supplementing, you are basing it on what it is, 
the 75 per cent. 


Miss ‘Grabben: Your «CPP rwould sbeinyourskick~in~atte would be 
the flagger. If you have got CPP, then, needless to say, that 
cushion is federally administered, Ist is the central 
Padministration. So it flags. If there is already 50 per cent of the 
average industrial wage, then the OAS will only pay the 25. 
However, if there is something less than, or zero, coming from CPP, 
then the central administration pays it as an OAS to the individual. 


Mr... MeGlelian:, “lt. isyoan interesting, “proposal. We: thave 
been looking at the same base figure, 75 per cent of the AIW, and 
trying to work out an appropriate mix of old age security and CPP. 
What we seem to be coming down with is a mixture in the order of 40 
per cent AIW from old age security and 35 per cent from CPP, with a 
very tough tax credit provision, basically to accomplish the same 
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objective. At this point we are arguing administration rather than 
DEIncCipic; ak UUdK. 


Miss  Gribben: Il. think .,one. Of Our Conceriisc slo a ttiae 
eventually, given enough time, the working force can, through its 
CPP contributions, bear a fair portion of that basic guaranteed 
income when you reach retirement age. Right now it is not because 
it has not been in effect long enough, and there are a number of 
people who do not even make enough money to reach the upper limits 
of it. I think what we are trying to help to get established is 
that eventually the workers will have been able to contribute and 
have made available a large portion even of the basic old age 
assistance that you need when you retire. 


Mr. McClellan: One of the things that gives me _ the 
willies is the kinds of claims that seem to be made with respect 
to, let's say, advantages that are predicted for covering part-time 
workers, and that is divorcing the coverage of part-time workers 
from the kinds of things we have just been talking about, which is 
enriching CPP and enriching the old age security. I think a lot of 
people, perhaps even some members of this committee, have the 
position of nonenrichment in the public sector, but are prepared to 
talk about coverage for part-time workers, and of course that means 
low-income workers who do not have enough money in the first place. 
They will now be invited to put a fixed percentage of their already 
inadequate paycheque into a pension program which will guarantee 
them, at the other end of the pike, a totally inadequate pension 
benefit. 


When we are talking about part-time workers with respect to 
your profession, are we talking about low-income people or not? I 
mean, in terms of family income. Do you have a profile of the 
part-time-- 


Miss Gribben: No. We are in the process of doing that. 
Next month we hope to be able to complete a membership profile in 
that aspect. We know already, but we cannot give you the 
quantitative numbers, that first of all, on the basis that we are a 
predominantly female organization in the work force, and also just 
looking at the statistics that are available for us in Canada 
alone, a lot of our married women are in the position of being a 
Single dependent person and family 


Mr. McClellan: That is what I was wondering. 
Spy) salts 


Miss: ‘Gribben: We know there, is a,\lot of that as well. as 
don't think our profession is immune to the divorce aspect as 
opposed to any of the rest. I think we would fall probably into the 
same kind of comparison as you would find out there for stats for 
women across the country. Yes, she could be. In fact, if she is the 
sole parent having to bring in an income and having to do it ona 
part-time basis--because we do not have the day-care facilities and 
many other things I could on a kick about--and, therefore, she has 
to give some time at home, yes, she is in a low-income bracket, 
because she is only able to work two or three days a week. 
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Mo emenMeClellan:weRight. & Again, jJustsia Cautionary:enote from 
my own sense that, unless we are moving in a fairly measured way 
through enriching the public sector component of the pension 
system, we are not going to be able to do very much for that 
particular group of employees, except perhaps to take even more out 
of their already inadequate part-time pay cheques and put it into a 
part-time pension. 


Miss Gribben: Again we would see that person--we are 
saying there is going to be the universal 75 per cent of the 
average industrial wage and we hope, right now, allowing part time 
to contribute into some form of pension, even though it is a very 
inadequate topping. We are suggesting employer pensions continue 
and they be looked at as characteristically towards other kinds of 
Poppingl on wimproving of splans.. At sleast at this point it «would be 
better than what she is getting now, which is nothing. 


Mret McClebhanws Yesi2e1le agree..You- sand I; are talking. about 
it within the context of the guaranteed 75-- 


Miss Gribben: That is right. 


Mriw aMcClelian: «Others are ‘talking: /sabout © ity withinyoa 
vacuum. I think that is where the real danger is. 


Mr. Chairman: Any further questions? Thank you very much 
Miss Phillips, Miss Gribben, Ms. Beggs and Mr. lLatchman. We 
certainly appreciate your taking the time to come before us today 
and to review your brief and recommendations. It has been very 
helpful. 


The next delegation is the Ontario Hospital Association. You 
have exhibits 97 and 167, which you may wish to refer to. The 
president is Mr. Ingram. Would you like to bring your delegation 
forward and introduce them. 


ONTARIO HOSPITAL ASSOCIATION 


Mr. Robinson: Thank you, rae hy a Mre Chairman, may nf 
introduce the delegation specifically? On my right, Mr. Jackson, 
who is the administrator of the hospitals of Ontario pension plan. 
On my far left, Mr. McCaw, who is an actuarial consultant with 
William M. Mercer Limited. I am Mr. Robinson, social executive 
director, finance, for the Ontario Hospital Association. On my 
immediate left is Mr. George Ingram, who, as president of the 
association, will present our addendum to our original submission 
to this committee. Mr. Ingram, in addition to being our president, 
is a full-time member of the staff of Spruce Falls Paper Company 
and is director of environmental studies with them, a every 
long-time member of that staff. 


Mr. Ingram: Thank you, Mr. Robinson. Mr. Chairman, 
members of the select committee, we do appreciate very much having 
this opportunity to speak with you this afternoon. Back in August 
1981, the Ontario Hospital Association filed with your committee 
its submission over the signature of my predecessor Meritt 
Henderson. 
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Iodon!t tvidntend . tossgo, intoprdetallivonsiwhat ewac mee | clic 
submission, sir, but I would suggest with your indulgence that I 
deal very quickly with seven key points in that submission, as 
follows: 


Item 1, which is an area of our strongest reaction, hospital 
employees are not government employees. Their hospitals of Ontario 
pension plan, or HOOPP, as it is commonly known, is not a public 
sector plan and therefore should not come under direct control of 
Management Board. 


Item two, on page four of that submission, some reasonable 
protection against inflation is desirable but any adjustment of 
pension should be properly funded. 


Item three, on page five of that submission, vesting and 
locking-in provisions should be improved substantially but the 
employee's age should be a factor for consideration. 


Item four, page six of that submission, the concept of a 
basic compulsory private plan for all employees is desirable, 
especially for those whose employers do not provide a plan, but 
some of the suggested features of the provincial universal 
retirement system or PURS are undesirable. 


Item five, page eight, the Canada pension plan should 
continue on a pay-as-you-go basis with a small reserve but the 
federal government should undertake a better communications program 
to explain the different bases of funding between the Canada 
pension plan and private pension plans. 


Item six, page nine of the submission, the test valuation 
presently required under the Pension Benefits Act of Ontario should 
be retained and strengthened if necessary, with other actuarial 
Matters left to the profession under the scrutiny of the Pension 
Commission of Ontario. 


Item seven, also page nine of the submission, the pension 
Plan should not suffer any further restrictions on the limited 
opportunities it now has to benefit from holding foreign 
investments. 


It may be noted that from the Ontario Hospital Association's 
point of view, the first of its above recommendations is of the 
most urgent concern. Since the OHA's position on that issue is set 
out in its -original’’‘brieéft Mtoisthe selectstcommittee,, sitisisoemGs 
repeated here. However, we hope that it will be strongly supported 
by your committee in its future deliberations. 


Areas of concern regarding the select committee's 
recommendations’ follow. The select committee's first report 
included 18 recommendations, four of which touched on areas 
included in the OHA's submission. The OHA is in general agreement 
with many of the select committee's recommendations but wishes to 
make specific comments on three of them as follows. 


Recommendation seven, employer cost on termination: This 
recommendation would, if adopted, impose a minimum 50-50 cost 
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sharing arrangement between employer and employee for a specific 
type of member, the terminating employee with a vested benefit. No 
such guarantee has been extended to other members. 


Noting that no fewer than half of the committee 
recommendations relate to improvement of termination benefits, we 
are concerned that the terminating employee could end up with a 
signficant advantage over members who remain until retirement. 


Determining ythela yavuews off othe 1benefitien syehingettsel fra dia 
problem. No matter what assumptions are made at the outset, they 
will become outdated so that the timing of the termination can 
affect the benefit. There is also a communications problem. No 
Matter what amount is returned to the employee, he or she will not 
know if it is the appropriate amount because that depends on 
actuarial calculations which are not known to the employee. 


Another concern is that this proposal will add substantially 
to the administrative cost. The Hospitals of Ontario Pension Plan, 
for example, has about 7,000 terminations per year compared to 
about 1,000 retirements. Higher administration costs may well 
discourage smaller employers from offering a pension plan, let 
alone having a final earnings type of plan. For smaller employers 
who do not presently have a plan, this is just another impediment 
to installing one. 


Recommendation nine, locking in. The OHA supports improved 
vesting as recommended by the select committee. It also supports 
earlier locking in of pension credits. The OHA still contends, 
however, that age should be retained as a factor of the locking-in 
provision. To lock in pension contributions for a young employee is 
substantially different from locking in at age 45 or over, at the 
present. 


Younger employees not only have high turn-over rates, thus 
making pension participation relatively ineffective, but are often 
Mnderessevere ‘financial: «pressure. cAteithat-ypointi “in Lifte,-atheir 
income level is generally at its lowest while the demands upon it 
are at its highest, if they are trying to establish a home and a 
family. To force such employees into another locked-in contributory 
pension plan while they were already contributing to the Canada or 
Quebec plans is unreasonable. It presumes that pensions are the 
only way to prepare for financial security. 


On the other hand, we acknowledge that the present locking-in 
provision at age 45 and 10 years of service is also inadequate as 
shown by the experience of HOOPP. The average service at retirement 
of the 1,000 or so employees retiring each year under HOOPP is 
still only 12 years, even though HOOPP has been operating for 22 
years. 


As a sensible compromise, the OHA suggests that’ the 
locking-in provision should apply when the employee reaches age 30. 
This will allow the employee 35 years of pension accrual before a 
normal retirement age of 65. 


Sib pein. 
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Recommendation 17, allocation of excess interest: While the 
OHA endorses the select committee's recommendation 16 concerning 
the augmentation of benefits for retired members and deferred 
vested benefits, it does not agree with recommendation 17 which 
proposes a legislated approach to the application of interest in 
excess of actuarial expectations. The basis of this suggested 
approach is the assumption that excess interest will accrue in 
times of high inflation and hence can be used to meet the addition 
income needs of pensioners. It would also be necessary to assume 
that pension plan reserves are well funded. However, both of these 
assumptions may be invalid at any time. 


The OHA contends the excess interest approach is not a 
Suitable way of establishing benefit levels, although it can be 
used aS an actuarial device for long-term funding purposes. OHA 
supports an ad hoc approach with the employer examining all factors 
such as the financial position, the fund, the effects of inflation 
and any other considerations that are relevant at the time. The 
Ontario Hospital Association is grateful for this opportunity to 
meet with your select committee and to amplify points made in our 
original submission. We would be very happy to answer any questions 
you might have. 


Mr. Williams: I have two questions referring to your 
Original brief. When you were talking about the deficiencies, as 
you saw them, in the PURS plan, one of the criticisms you had, on 
page seven, waS in regard to the central pension agency. 
Specifically, you stated that expansion of this involvement through 
a central pension agency would be cumbersome, expensive and open to 
abuse in the future. 


I have heard the criticisms about it being possibly 
cumbersome and expensive. Could you elaborate as to what abuses you 
perceive could develop if such a vehicle were put into place? 


Mr. Ingram: Mr. Jackson could perhaps respond to that. 


Mr. Jackson: Primarily, I would assume the utilization 
and the investment of those funds, other than the market 
conditions, that is really what it amounts to, may be deemed in 
time to become general taxation, if nothing else. 


Mr. Williams: Do you mean there might be some abuse in 
the way the moneys would be invested in the private sector? 


Mr.oadackson:.« I spresumetcthis:s =couldb,orne@could snot. ibe vwathe 
Private sector. We are saying there are vehicles in the private 
sector now, such as trust and finance companies, et cetera. Let's 
leave it in the private sector. The central pension agency might 
just become another government plan that some future government may 
Or may not lay a claim to for some social purpose or otherwise, and 
not necessarily the individual members related to that. They might 
decide other things also for the benefits flowing from it. 


Mr. Williams: I would presume that if any central agency 
were established, whether under the PURS plan or in conjunction 
with a voluntary arrangement within the private sector, its terms 
of operation, both as to being of assistance to the private sector 


21 


as an information outlet and as far as directing investments and so 
forth, would surely be very tightly controlled by legislation so 
they would have very strict guidelines within which they must 
operate. 


Mr. Jackson: If they are maintained, I see no problem. 


Mr. Williams: The other point you raised in your original 
submission was your concern about the fact that some plans, as you 
see it, could be prejudiced as far as their investment portfolio is 
concerned if they are restricted to investments within the 
country--in other words, no foreign investment. 


Has your own plan had some experience in this field as far as 
foreign investment is concerned? Does HOOPP have a portion of its 
portfolio presently invested outside the country, and what has been 
your yield experience there? Why do you feel that, even if you were 
restricted to Canada, there would not be enough investment 
opportunities to ensure a strong performance factor within your 
administration of the plan? 


Mr. Jackson: I defer to Mr. Robinson. 


Mr. Robinson: We do not deny that there are many 
opportunities, from time to time, within Canada to accrue a very 
significant benefit to the pension plan, but at the present time, 
pension plans are limited to 10 per cent of their asset values that 
may be invested elsewhere. I think all pension plans need that 
flexibility to take advantage of specific opportunities to enlarge 
on their investment income and, in the long run, strengthen their 
plan. 


There is no guarantee that, at any time, investment will 
always be better in Canada than in another country. The limitation 
imposed at the present time, 10 per cent, gives some flexibility 
and certainly does not deny investment opportunities within this 
country, but just provides that opportunity to take advantage of 
specific situations. 


Mr. sWidiliams: .You}).may .or:«may),not.e,wish, to divulge. this, 
but, if you have the information at hand, what type of investments 
do you -make in that portion of your portfolio,,that..is invested 
offshore, so to speak, without any (inaudible). 


MrvecrRobinsons)* Quite» by dchancessfsince: Miteyarrived: sion smy 
desk from our investment managers this morning, I do have a list. I 
have not gone through it all, but, if I can perhaps come back to 
that--I have to find it--this is rather a voluminous document. 


Mr. Williams: Maybe you could respond later while others 
are answering other questions from other members, if you want the 
opportunity to look that over. 


Mr. Brandt: Could I ask a supplementary on that, Mr. 
Chairman? 


Mr. Chairman: Maybe Mr. Robinson could have an answer 
now. I would rather see that come forward. Mr. Bentley has also 
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indicated that he would like to ask a question (inaudible). 


BME*s Brandt: The supplementary may not require any 
research. Is it your position, from the comment you have in your 
brief, that you would like a liberalization or an expansion of the 
foreign investment opportunities, or are you simply asking that it 
not be in any way restricted further and saying 10 per cent is a 
reasonable, workable figure? Is that your position? 


Mr. > “Robinson: “Yes, it “ise- Wwe 'think.**the™ L0"*per? *cenre 
provides sufficient restriction at the present time. There may be 
occasional opportunities when it would be helpful to be able to 
expand one's investments. In principle, perhaps here I am speaking 
as a Canadian, funds should generally be directed towards 
investment in our own country. 


Mr... “Brandt: > "That 1s van C“interésting™ pointiatthat diaseano 
been raised by too many of the other presenters we have had to 
date. It is one we have not paid a great deal of attention to, only 
because it has not been highlighted. I welcome the opportunity to 
at least look at it within the context of investments, because it 
is an important area of concern. 


Mr. Robinson: At the present time, we have just over nine 
per cent invested in foreign equities and bond securities-- 


Mr. Chairman: Are they mostly American? 
Mr. Robinson: Mostly American. 
Mr. Williams: But you have gone further afield? 


Mr. Robinson: AS a matter of fact, we have an interest in 
Europac funds at the present time. 


Mrs Bentley: I™“just’want®’ to clarity something==thac ag 
not come out for the members of the select committee. There is 
nothing under the Pension Benefits Act, as it exists now, 
restricting, except the 10 per cent limitation with respect to any 
one investment in any one corporation, business, and So on. 


You can invest under the Pension Benefits Act, outside of 
Canada, any amount. That is the determination. It is the Income Tax 
Act that fouls you up and the rules under the Department of 
National Revenue. I wanted this to be clear to the members of the 
select committee that in Ontario--in fact, your problem was with 
the Department of National Revenue, in that you can have greater 
investment but you pay a very substantial penalty if you exceed--if 
more than 10 per cent of the income of the pension fund at any one 
time is from foreign investment, you pay a penalty on that. 


Mr. Robinson: Thank you for (inaudible) -- 


3:20 p.m. 


Mr. Bentley: I ‘have “to" do” this~*ally the “time” because tog 
many people accuse me of doing nasty things and we are not 
responsible for them. 
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Mr. Mackenzie: If Wells will forgive me, could you go 
over that again? Are you telling us you do have the ability to 
invest more than 10 per cent of the total investment capacity of a 
pension fund, off-shore, if you like? 


Mr. Bentley: Under the Pension Benefits Act, as long as 
it is an eligible investment under the terms of the Pension 
Benefits Act, you can have greater than 10 per cent of the total 
assets of the fund at book held in offshore investments. 


The rule that affects it is a rule of DNR that says that if 
your income from foreign investments is greater than 10 per cent of 
the total income of the plan, then you pay a penalty on this excess. 


I think the penalty is what? One per cent of the excess per 
month, or some figure like that. I can't remember exactly what the 
figure is. Under the Pension Benefits Act you can, if it is an 
eligible investment under the terms of the Pension Benefits Act, 
invest in foreign offshore investments. 


Mr. Mackenzie: May I ask a further question on the same 
thing then? Is the penalty large enough in terms of what happens to 
make it unprofitable to go beyond it--what I am really thinking of, 
and I understand the benefit on occasion, the argument has been 
made of being allowed some foreign investment but it also seems to 
me it negates one of the many private arguments we get about the 
need to develop funds and capital in this country instead of 
investing it offshore. 


Mr. Bentley: I would suggest the penalty under the 
Department of National Revenue rule is sufficient to deter anybody 
from exceeding the 10 per cent offshore investment. 


Mr. Mackenzie: Is there any danger of that penalty being 
changed at that level and our being left holding the bag at the 
provincial level? In other words, is there any merit in having some 
limit provincially on what can be invested outside? 


Mr. Bentley: That is a philosophical question. 


Mr. Mackenzie: It may be a philosophical one but it could 
be a very real one. 


Mrcaecentleyemslo Can, be “aaverye tear one if DNR relaxed its 
rules. I think that all provincial governments would then have to 
- take a look at what they would consider-- 


Mr. Williams: Mr. Bentley, I think we discussed that in 
the opening days of the session, this foreign investment problem. 
It was pointed out there was complementary provincial legislation 
that also inhibited the loan and trust companies and I _ think 
insurance companies from investing more than I think it is also 10 
per cent offshore without being subject to penalty. 


Mr. Mackenzie: I don't take it quite as clearly as this. 
I just assumed the 10 per cent without realizing the implications. 
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Mr. Haggerty: What happens when you get this branch-plant 
economy and you get large international companies here--you can 
have as many as 3,000, 4,000 Canadian employees paying into it, and 
all the pension fund leaves this country and goes into-- 


Mr. Bentley: No. 


Mr. Haggerty: Does Pt. te noes Is thatyorighte Is iG 
controlled? Where is it controlled from? 


Mr. Bentley: No, it is controlled under the Department of 
National Revenue rules and the only examples that I can recall now 
are some of the old employee pay-all pension plans that were in 
existence many years ago. If I recall, the funds are still 
funnelled through to the national headquarters in the States. Very 
few of those kinds of plans exist any longer. 


Mr. Haggerty: What I was getting at was International 
Nickel Company. Mr. Mackenzie and I were on the select committee 
dealing with that and we found that for all the employees there the 
pension funds were going to Aetna Insurance in the States. They 
controlled the pension funds. 


Mr. Bentley: They have many operations in Canada, as you 
are aware. Where the ultimate fund goes-- 


Mr. Haggerty: We found out that maybe some of the pension 
fund was being distributed to places called Guatemala and Indonesia. 


Mr. Williams: If I could finish on this point--certainly, 
we can't make decisions based on one example, nevertheless, just 
pursuing your own situation as a matter of interest to at least 
give us some sense of feel in this area, for what period of time 
Since your plan has been in existence have you been taking 
advantage of this 10 per cent allowance factor? 


Given that period of time, you indicate that one of the 
reasons for going that route is to take advantage, as you say in 
your brief, of economic cycles and trends and to protect against 
Currency fluctuations. How have you fared on a performance basis 
over the period of time that you have been investing that 10 per 
cent abroad? Have you come out ahead or behind in allowing for 
currency fluctuations? 


Mr. Robinson: I cannot answer that specifically. I am not 
privy to the exact numbers; I do not have them with me. The extent 
of our investment as a proportion of our total fund has varied from 
time to time. I can only quote comments which have been made to me 
that the return has always been quite satisfactory. We have been 
able to take advantage of particular opportunities from time to 
time. 


Mr. Williams: ‘| cMy. last'>.questionss Do: -you, really feel. that 
you would be disadvantaged if the decision was taken legislatively 
to keep all investments in the country? Do you really feel that 
there are not enough investment opportunities in this country that 
you would be disadvantaged? 
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Mr. Robinson: In the light of the many consolidations of 


) companies which have taken place recently, there are reducing 


opportunities for investment, specific investments which qualify 
here in Canada. 


f*do not’ think*ilel vse possible, tto yay thatewe would “bee atina 
disadvantage. One can speculate that under a given set of 
Circumstances there could be a disadvantage or an advantage. I do 
noOt- «think one” could ‘say * for >-sure.-tit (would snotsskull us: »toxsbe 
without that opportunity. Potentially, even with the opportunity, 
we might never put a nickel into another foreign country, but I 
think it is an advantage to have the ability to be able to take 
advantage of particular investment opportunities from time to time 
for the benefit of the plan. 


Mr. Mackenzie: I have a question on number three in your 
exhibit 167: I am wondering, given that particular request that 
employees' age should still be a factor for consideration, whether 
Or not your group has accepted the principle that pension payments 
are deferred wages. If that has been accepted, which it has with 
most of the groups before us, how can you argue against vesting 
without the age limitation, because that is still going to cut 
somebody down in terms of their job mobility, carrying the pensions 
with them? 


Mr. Robinson: Perhaps Mr. Jackson could answer that. 


Mr. Jackson: We have not particularly accepted the 
Philosophy of deferred wages. 


Mr. Mackenzie: You have answered most of it, but I just 
wondered-- 


Mr. Jackson: It is not the problem of vesting. In itself, 
vesting does not cost anything in a contributory plan to speak of. 
We could vest immediately in our plan and it would not cost 
anything because the trouble is if the employee has the option of 
taking his money out, he will. For example, last year in the first 
10 months, we had 425 people terminate with vested rights. They had 
the. choice’ of Sleaving, their» money “in“lor ‘taking it in.,cash. Three 
left their money; 422 took it out in cash. So vesting in itself is 
not a problem. It is the locking-in provision that is the problem; 
the resistance that we would get to it. 


We are not opposed to the locking-in much earlier. When I 
talked to employees, they feel it is quite an imposition even to 
have to join the pension plan in their 20s because they have, to 
their mind, more important issues to face at that particular point 
in their lives. 


Mr. Mackenzie: What is the difficulty in accepting the 
deferred wages, because I think you have now become the third of 
the many groups before us that really have not accepted that? Most 
groups, including management groups, have, and I do not just mean 
most, but overwhelmingly they have. 


Mr. Jackson: Perhaps we are a little different. Some of 
our benefits are not necessarily related directly to wages. For 
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example, we pay the full cost of the spouse's benefit under the 
Plan. Why should one person, just because they have a spouse, get a 
better benefit than another person who does not? That would not 
necessarily follow from the deferred-wage concept. The spouse's 
benefit is automatic under our plan to anybody who happens to be 
married. If you are not married, then that is it. 


Mrv:/Mackenzie.o Ittwis: juste a «slightly “4betterseplanmiithag 
something in that particular field. 


Mr. Jackson: That's correct. 


Mr. Mackenzie: You get a variation in pension plans in 
any number of companies, industries and businesses, you name it. 


Mr. McClellan: Do spouse's benefits apply equally to men 
and women? 


Mr. Jackson: Yes. 
3730 S0O.™M. 
Mr. McClellan: Does it? 


Mr. Jackson: Oh, yes. Over 80 per cent are females, so it 
had better apply equally. 


Mr. Van Horne: When you talk to employees about whether 
they want to be in a plan or not, you are suggesting the younger 
ones say they do not want to? 


Mr. Jacksons: Correct. 


Mr. -Van Horne: Is ‘that? lin casual "conversation; Vor wido "vou 
go about it scientifically and completely? In other words, how 
representative is your statement of the views of the majority of 
those people? 


Mr. Jackson: I talk’ to*° employee’ “groups © of:) up) "ton 2007 GE 
300 at a time. I have talked to perhaps 50 such groups a year. It 
is almost universal. The same thing comes back to me from these 
groups. The young people resent being forced into the pension plan 
even though they accept it as a condition of employment. 


After the two years has passed, or the appropriate waiting 
period, they resent being forced into the pension plan. They resent 
having to provide for something that is 40 or 45 years into the 
future when they are looking now at trying to pay mortgage rates of 
16, 17 or 18 per cent, et cetera, when five per cent of-- 


Mr. Mackenzie: Some of them resent union dues. 
Mr. Jackson: That is correct. 


Mr. Mackenzie: Some of them resent income tax. I'm not 
Sure that is a valid argument though. 
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Mr. Brandt: Some of them resent politicians. 
Mr. McClellan: That. is valid. 


One of the things our committee is having a little bit of 
difficulty in obtaining is some basic information with respect to 
various plans, for example, the total pensions payable, the number 
of retirees and the average payment per retiree per year, the 
average pension benefit per retiree per year. 


I don't know whether you would have that information with 
you--probably not. But if you could obtain that for the committee, 
could you tell us--if possible for the last couple of years, but 
certainly for 1980--the total pensions payable for 1980, the number 
of retirees who are receiving the benefit, and the average payment 
per retiree? 


Mr. Jackson: As I mentioned in my brief before, the 
average service at age 65 is only 12 years, and therefore the 
average pension payable is quite low. We have 14,000 retirees now 
and I would estimate the payout to be--I am just looking at last 
wear! sereporte and Lhwam: going: toshaveleto wpdate mite agdittles bity 
that is all, to give you some idea. Pension payments in 1980 were 
$19 million, going up about 25 per cent per year, so it would be 
about $23 million last year with, say, an average last year of 
13,500. So you are talking about 13,500 into $23 million, something 
of that order. It is less than $200 a month. 


Mr. Mackenzie: Would you have the high and low range of 
that? 


Mran Jackson: =Oh, -yese) There, ds? *the, turnoverjssproblem, <as ql 
said, 12 years of service at age 65--the average hiring age of the 
people we are talking about is 52 and that is rather unusual. 

Mr. McClellan: So for last year it was $23 million-- 

Mr. Jackson: I am just guessing. We don't have the 
figures for last year. I am just taking the figures for previous 
years and adding about 25 per cent more. 

Mr. McClellan: Right. 


Mr. Robinson: I might add, Mr. Chairman, that the pension 
payment we made in total last month was between $1.9 and $2 million. 


Mow vdackson:.~Fore.4,000. 
Mus sRobinson:.ror 14,000, in, -that..month. 
Mr .eNcCiciian:s ‘Sorry, $1). milLErone= 


Mr. Robinson: Between $1.9 million and $2 million for 
just under 14,000 pensioners. 


Mr.) McClellan: Again, »*it') Pliustrates: the s«dilemma» we are 
trying to confront. None of us would want to have to live on that. 


28 


Mr. Mackenzie: Do you have a high and low in that figure 
as well? It was very interesting in regard to the OMERS plan, for 
example. 


Mr. Jackson: No, I don't have one readily. 


Mr. McClellan: Would it be possible to pull those figures 
together for us, for example, over a five-year period, so we can 
have an idea of what is happening over time, together with the 
range, like the highs and the lows of payouts, so that we get a 
general sense of the income profile of HOOPP current retirees? That 
would be helpful to the committee. 


Mr. Jackson: Would you be interested in the input as 
well, because that has a direct reflection on the retiree output? 


Mr. McClellan: Sure. 


Mr. Cousens: On point one, though I would not want to 
suggest it is the desire of any member of the committee that 
hospital employees become government employees, you do comment that 
you would not want to be under control of Management Board. Could 
you give me some of the reasons why that would be a problem to you? 


Mr. Jackson: One of the prime reasons is that we feel, if 
we are under Management Board, we will be in the same position as 
other public service plans, and have to give full indexation. Since 
we are under the Pension Benefits Act directly, we have to be 
properly funded, and we could not afford it to begin with. There 
are other things. Our work force is quite uncharacteristic, quite 
different. There would be that big substantial difference. The 
prime differences in benefits are really the early retirement 
benefits under the public service plans and the indexation, which 
we do not have. 


Mr. Cousens: Indexation in the way it is provided in the 
Ontario government, you mean? 


Mr. Jackson: Yes. 


Mr. Cousens: How would that cause a problem to you? Is it 
the funding of that indexation? 


Mr. Robinson: It is our concern about our ability to fund 
to that indexation level. 


Mr. Mackenzie: You would have to loosen the purse-strings 
on the hospital funding, obviously. 


Mr... > ‘Cousenss: (That 1S" <a. major. vconcern.. lat.) 16 oun 
Primary reason for keeping apart? 


Mr. Robinson: Our president reminds me that, just over 
two years ago, following a survey of our hospitals and of the 
desires of our members, we did propose an indexing system, based on 
a 70 per cent factor, and it was turned down by the hospital boards 
as being too costly. We have gone back to them again, although as 
we indicate elsewhere, we do support an ad hoc approach to the 


29 


pensions of retired employees on the basis that those who continue 
to be active members are, in fact, keeping up to the degree of 
inflation simply because it is a final earnings plan and, as their 
own Salaries or wages increase, they automatically do get that 
benefit in an increased pension. 


Mr. Brandt: Pursuing the same question for a moment, the 
problem of indexing is of major concern to this committee because 
of what ultimately becomes an inadequate pension, even if it 
started out to be adequate at some point. I believe Saskatchewan 
has introduced, maybe my colleagues opposite would know, some 
legislation where they have introduced a scheme of indexing based 
on excess interest. 


Do you see no opportunity there whatever? Your brief says no, 
but is there no opportunity in regard to the excess interest 
approach that might be applicable to the whole question of indexing? 


Mo. avackson: ofThessopportunity,. isethere -for =-using.. the 
excess interest approach internally, for the funding of the 
improvements, and that is really what we are doing, but we are not 
linking the benefit to the excess interest. The excess interest may 
not be there at any particular point where the need is there. 
Witness this past year. The markets have not been that good in 
1060. 7Our “overall rretunnvtotithe fund sin 1962) isamnotiagoing to be 
anywhere near as good as it was in previous years. Still we are 
Toorindratemitlation. overs Lost of 12 to ll7.5 per scent, So the need 
is there, when you look at that specific year. 


Mr. Brandt: Because of the built-in differential though 
between the rate of inflation and the usual amount that can be 
generated by investment funds in the marketplace, the two to five 
per per cent differential, that gap, the point has been well made 
by a number of groups and organizations that have appeared before 
us that you can stay ahead of inflation if you apply those funds 
against the employees' benefit. You are indicating that there is no 
opportunity there. 


3:40 p.m. 


I cannot understand why you close the door. I guess you have 
not closed the door entirely. You are saying it should be on an ad 
hoc approach. I feel there is perhaps some opportunity there for 
legislation that might make it clearer and to the benefit of the 
employee. 


Mr. Robinson: There is a question as to the termination 
of earnings on a plan, excess earnings or capital losses or gains 
to be taken into the picture as well as interest per se. Certainly, 
if we look at running yields, and I am not as familiar with this as 
I would sometimes like to be, but if we look at running yields, 
certainly they tend to be fairly substantial but there are some 
substantial capital losses incurred, particularly in equities from 
time to time which have to be taken into consideration. 


At any given period of time, you may not be able to generate 
the sort of income levels which might be legislated for use in 
improving benefits. It is an awkward question and I sympathize with 
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the :-idea oof: using: : ith) ashyweieabl ado, sbutmwe Liandyeditiicultywan 


seeing how it could be applied on a consistent basis for the time 


ahead of us. 


Mr. Brandt: Could I pursue that question of Saskatchewan 
with Mr. Bentley for a moment? Do you recall what the legislation 
was there? Was it not one per cent below the-- 


Mr. Bentley: You are talking about the return on 
contributions and where they set a certain level of interest to be 
paid. They have no concept in Saskatchewan of the excess interest 
approach at all. There is nothing in their legislation dealing with 
that. All they are saying is that, upon termination of employment, 
you are entitled to a refund, utilizing a certain rate of return, 
and they specify the rate of return but that is not the excess 
interest approach as we are discussing here. 


Mr. Brandt: All right. I had another question in regard 
to the fund that you have at the moment. Do you have any idea 
without taking out that massive document you have there of what you 
have generated in terms of the return on your fund over the past 
reasonable period of time? Could you give us some indication of how 
successful that has been? 


Mr. Jackson: Over the past six years about 12 per cent 
per annum compounded, of that order. 


Mr. Brandt: So it has been rather good. 


Mr. Jackson: Three per cent I think--I was speaking to 
Our investment manager today--three per cent above inflation over 
the last six or seven years. When you say the last year, 1981 
specifically, it was down. 


Mr. Brandt: Sorry, I did not catch the comment you made 
about the rate above inflation. How much-- 


Mr. Jackson: TWO? Or three per cent above inflation 
consistently over the last six or seven years; that is an average. 
We were below inflation in 1981 on a market basis. 


Mr. Brandt: One year would not give you a good indication 
of how successful you have been but if you take it over-- 


Mr. Jackson: No. That is my point in the excess interest 
argument that it just does not apply from year to year to determine 
the benefit. Yes, you use it long term on an actuarial basis and 
say, "Yes, we will apply the excess interest." Now you may have too 
much one year but not enough the next year to meet what you feel is 
the need. I guess the worst example I could give you was in 1973-74 
when the market crashed. The net return on the market was minus 17 
per cent on the funds. 


We have recovered from that well but for that year inflation 
waS around seven per cent and there was certainly a perceived need 
for the pensioners at that point. What would you do, reduce the 
pensioners' income to correspond to minus 17 per cent which was 22 
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per cent below the actual assumption under the plan? It does not 
make sense. 


The other thing is, whenever there is a change in inflation, 
the fund itself being invested in maybe five, 10, 15 and 20 year 
pondsy-it takes us “fivetor 'six*vyearstto react to that to bring ‘its 
investment up. It is always behind the market by a good deal and 
your average pensioner is around age 72. He is long dead and gone 
before he will get the effect of that change. Likewise, if it ever 
happens, when interest rates go down, the pension plan will benefit 
for some period of time, then trail the market on the way down too, 
but it still will not meet the pensioner's need at the time. 


Mr. Brandt: With your experience, and it is obvious you 
have a great deal of experience in this field, if we were to 
introduce excess interest as a means of indexing over your 
objections, which we may or may not do-- 


Mr. Robinson: You have that privilege. 


Mr. Brandt: We have been known ZO, =P do strange and 
wonderful things from time to time. 


Mr. Robinson: No further comment. 


Mr. Brandt: What kind of time frame do you think would be 
realistice from= the “standpoint ‘of >’ looking at the’, reasonable 
fluctuations of the market? If one year is not realistic, what 
would be? Do you have any comment on that? 


It is not a trick question, I mean it sincerely. I recognize 
you are philosophically opposed to it, but if it does happen to 
come it would be of value for us to know what would be workable in 
fae minds of people with your kind of experience in the investment 

ield. 


Mr. Robinson: We certainly said that the three-year lag 
puts itm@too Siar’ Yout *ofs ‘synchronization ser. McCaw, shave “you: ‘any 
thoughts on that? 


Mr. McCaw: I would suggest that introducing the excess 
interest approach, first, I think there is not much difference 
between what the committee is saying and what the association is 
saying. I think the association is only saying that, to determine 
that perhaps a reasonable inflation protection for starters, might 
be 50 per cent of the consumer price index but I am just throwing a 
number out. 


Actuarially, we could value the pensioner reserves on a basis 
that over the long term we would fully anticipate would provide 
through the excess interest concept that type of protection. But 
that is using the excess interest approach as a funding device, as 
an actuarial device which is quite different from saying, "Whatever 
the fund earns minus a given interest rate is what you are going to 
give somebody." 


I think it has been pointed out that what the fund earns 
minus a given interest rate compared to inflation in any year could 
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be providing very little inflation protection or, in an unusual 
Circumstance, perhaps 100 per cent or more of the change in the 
consumer price index in a year. That does not seem particularly 
reasonable, at least to the association. 


In terms of implementing some form of excess’ interest 
legislation, I would suggest that, as far as the association plan 
is concerned, because of its very strong funding position, it could 
probably be implemented very quickly. Unfortunately, many private 
pension plans do not have the funding position of this pension plan 
and when one is talking about excess interest on pension fund 
assets, many pension funds do not have assets that cover 100 per 
Cenc orehianriitres. 


Perhaps they have assets covering 100 per cent of pensioner 
liabilities but they do not have sufficient assets to cover the 
liabilities for a large portion of their active group. So I would 
say for some poorly funded pension plans, however one defines that, 
there is nothing that could be done in even two or three years. It 
would not have a very dramatic effect on the cost of those plans. 


Mr. Brandt: Two other questions if I might, Mr. Chairman: 
One of the major concerns I have and I think other members of the 
committee as well is the people at the lower end of the spectrum, 
part-time employees, those without pensions at all and the ones who 
we are attempting to cover in some way. Could you perhaps give us 
some indication of how you deal with those kinds of employees, 
where you make the delineation between full and part time, at what 
stage in terms of hours of work by week, month, year or whatever 
and address that question for a moment? 


Mr. Jackson: We make no delineation. The plan has’ the 
provision for part-time employees to join the plan as groups. We do 
not care whether the part-timer works four hours, 18 hours or 24 
hours a week. That is partly because of our reporting procedure. 
That causes no problem whatsoever administratively. We have had a 
few part-timers in the plan for many years, mostly senior people 
who go to part time for health reasons and that sort of thing. 


Mr. Brandt: Excuse me, voluntary or mandatory? 


Mr. Jackson: At the administrative level you mean? More 
or less voluntary. It is just sort of between the employer and the 
employee at that time. If he finds he cannot keep it up, we do not 
want to cash him out of the pension plan at age 63 or something 
like that. 


Le causes us no problem with part-time employees, 
mechanically or otherwise, because we are a contributory pension 
plan and we can therefore judge his proportionate benefits strictly 
on his” contributions. It is not ‘that difficult at ald 4We areo ner 
concerned whether he is 12 hours or 24 hours a week or even casual 
employment, that is, nurses who are called in just to fill in for a 
period of time like one, two or three shifts, on and off. It does 
not bother us one bit. It is a little trouble administratively but 
not that difficult. In noncontributory pension plans you might be 
in a different situation. 
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3:50 p.m. 


Mr. Robinson: Mr. Chairman, remember that an arbitrated 
settlement for the nurses that came down in October provided for 14 
per cent in lieu of benefits for part-timers who were, I believe, 
qualified as such under specific contract arrangements, but we have 
introduced this opportunity for part-timers as a group to be 
Slotted in by the participating hospitals. 


Mr. Van Horne: I was tempted to hop in with Mr. Brandt's 
question a few moments ago. I think also you touched on this point 
Retire earlier, obUutis. would simply slike sto ask,. your. second 
point, what would you consider to be reasonable protection against 
inflation? You say reasonable protection is desirable. Could you 
elaborate on that a bit for us, please? 


Mire RODINSON: © AS I indicated ‘earlier, (Mr. “Chairman,. :a 
couple of years ago we had suggested up to 70 per cent. That seemed 
to be affordable, at least in our view. It obviously wasn't as 
affordable in the view of others within the industry. I think a 
minimum of 50 per cent, but probably somewhere in the range of 60 
to 70 per cent. There are many arguments presented that the 
consumer price index per se does not provide a true base for 
determination of costs because some of the factors that are in it 
do not affect the retired person. Fortunately, I am not yet in a 
position to find that out. I think there seems to be a general 
consensus that it is something less than 100 per cent. 


Mr. Jackson: If I may comment, you must remember a good 
deal of the pension of an average employee's pension income is 
fully indexed and therefore we are just talking about’ the 
employer's piece on top in this question of how much difference 
should be made on the employer's portion. So 60 or so per cent 
through the employer effectively means closer to 80 or 90 per cent 
inflation protection for the low salary employee. For the higher 
Salaried employees, proportionately less. 


We have given ad hoc increases in the past. I believe there 
was a brief submitted to this committee that said we have not given 
ad) hoc increases in the past. I would) Like to correct that. We 
have. We gave up to 40 per cent back in 1979 and we hope to do 
something else next month. Again, they were somewhere in the order 
of half of inflation, or a little bit better, perhaps. 


Mr. Chairman: Thank you very much, gentlemen, for taking 
the time to appear before us. The dialogue has been very 
instructive and useful in terms of our report which we hope to 
bring forward before too long. 


Mr. Ingram: we thank you, Mr. Chairman, alee the 
opportunity. 


The committee adjourned at 3:55 p.m. 
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SELECT COMMITTEE ON PENSIONS 


Thursday, January 21, 1982 
ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


The committee met at 10:07 in room No. 15l. 


Mr. Chairman: Gentlemen, for purposes of the record, you 
now have exhibit 167, Ontario Hospital Association, supplementary 
Submission from H. G. Ingram, president; exhibit 168, committee 
research officer, summary of presentations on January 19, 1982, 
datedeJanuary 20, 2982; and exhibit 169,« Ministry*® of. Treasury. and 
BCONOMLES a4 Statistical mdata,..datediiJanuary ol8,..4982, ) frominthe 
pension policy unit of the office of the budget and 
intergovernmental finance. 


We have with us this morning the Ontario Municipal Employees 
Retirement Board and, as you know, the prief there is entered in 
your binders as exhibit 66. Now, Mr. Reeve, I am wondering if you 
would care to introduce those with you and then we are in your 
hands. 


Mr. Reeve: We have with us today Mr. Al. Roberts, the 
chairman of the board. On my far right is Mr. Roy Bernardi, the 
immediate past chairman of the board. Behind us in the public area 
we have Mr. Bevan from Niagara, Mr. Burke from Windsor, Mrs. Lenore 
McIntosh from Thunder Bay, Mr. Don Schaefer from Waterloo, Mr. 
Malcolm Scott from Muskoka. We also have Mr. Al Field, our actuary. 
That is the group in attendance today, sir. The chairman will now 
take over. 


Mr. Roberts: Good morning, ladies and gentlemen. Mr. 
Chairman and members of the committee, I would like to thank you 
for allowing the OMERS board to appear before the committee and 
discuss its views with regard to the report of the Royal Commission 
on the Status of Pensions in Ontario and the committee's interim 
proposals for change. 


I will keep my comments brief this morning to allow as much 
time as possible for discussion of issues with the committee 
members. I am aware that other groups representing various members 
of OMERS have appeared or will be appearing before this committee. 
The board has received general agreement from most of the various 
Organizations representing member employers participating in the 
system to the board's response to the royal commission report. 
However, it is quite possible, and a healthy situation, that you 
may hear views contrary to those of the board members. The board of 
OMERS made no comment with regard to government retirement income 
programs such as the Canada pension plan, old age supplement, 
guaranteed income supplement, and guaranteed annual income system. 


We see the CPP/OAS programs as a base and the OMERS benefit 
aS an add-on to augment the retirement income of municipal workers. 
This is not to say that these programs and their future directions 
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are not of significant importance to the beneficiaries, the pension 
industry and this committee. The board would urge those involved 
with the future direction of these programs to conclude their 
studies aS soon aS possible, because the present uncertainty makes 
it very difficult to develop long-term policies for employment 
pension plans. The board of OMERS is on public record as being 
opposed to the introduction of PURS, the provincial universal 
retirement system, particularly to the money-purchase feature 
providing pensions and the major disruptions proposed to existing 
employment plans that are included in the recommendation related to 
PURS. 


OMERS was established in 1962 and came into operation on 
January 1, 1963. In the studies prior to the establishment of a 
Single multiple employer pension plan for the local government 
sector, the most common form of pension plan was the money-purchase 
plan. As a matter of fact, the general legislation restricted 
municipal plans to this type, and there were numerous proposals and 
private legislation to allow for defined benefit plans. Many of the 
large municipalities had defined benefit plans through private 
legislation for a number of years prior to the development of 
OMERS. in’ ‘the municipal’ sector, the inadequacies’) of the 
money-purchase agreements were recognized over 20 years ago, and it 
now seems ironical to those of us who have been associated with 
municipal pensions for many years that the royal commission's 
recommendation favours the money-purchase agreement. 


Our particular argument with PURS is directed to the effect 
that it is proposed to have an existing defined benefit plan. In 
Our opinion, the royal commission failed to recognize both the 
historical development of pensions in Canada, and the important 
role played by employment pension plans to date. 


I would like to touch on one other aspect of the royal 
commission report that OMERS disagrees with before commenting on 
some of the positive features. The board disagrees with the 
proposed method of controlling public sector pension plans through 
the Management Board of Cabinet, and it takes exception to the fact 
that the commission was strongly critical of all Ontario public 
sector plans when the major criticism applies only to a few such 
plans. The structure of OMERS and its relationship to government 
has resulted in a prudently managed pension fund that has developed 
improved penefits over time, that is not in financial dLEpiculty7 
that has not posed undue financial burdens on its members and 
employers, and that is the envy of many. 


The board does believe an elaborate cost control mechanism is 
necessary since costs of a pension plan are most effectively 
controlled through benefit levels and salaries. One has to 
recognize that if one is to provide an adequate retirement income 
through a funded pension plan, be it defined contribution or 
defined benefits, the necessary funds must be provided where the 
ultimate cost for equal pensions will be the same. It is the 
Opinion of the OMERS board that other much more Satisfactory 
controls can be placed on public sector plans, and this whole area 
needs much more thought and discussion before implementation. 
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And now for some of the positive comments. The board agrees 
with the select committee's proposal regarding vesting and lock-in 
in general support of the royal commission approach. The board 
would ask that careful consideration be given to the rate of 
interest to be applied to the member contributions for the various 
refunds and transfers contemplated. An arbitrary rate could exceed 
Eicorearning rate of othe. pension” fund * and: would represent “a 
Significant additional benefit to terminating employees over that 
to continuing employees. 


The board has indicated it is not convinced that an inflation 
tax credit as proposed by the royal commission is the right answer 
to inflation protection for pensions. The excess interest approach 
proposed by this committee has been adopted in principle by the 
OMERS board, and steps are now being taken to have this feature 
introduced into OMERS. While our actuary can elaborate more on the 
excess interest approach, it is the opinion of the board of OMERS 
that the use of an artificial low interest rate of three or four 
per cent to determine pension liabilities when the fund has been 
assuming six to eight per cent in actuarial evaluations adds 
considerably to the liabilities not only of pensioners but active 
members as well. 


One can argue that deducting three or four per cent from 
current fund earning rates or some outSide index, as some Suggest, 
will not provide substantial inflation protection to existing and 
future pensioners. However, to suggest this can be done for no cost 
is to mislead, in our opinion. Any move in this direction must be 
gradual. The board is also of the opinion that an outside index 
Should not be used but rather a rate of return based on the asset 
values used for actuarial evaluation purposes. 


The committee may have heard that OMERS is a secret society 
that does not provide information to members and retirees. Since 
the inception of OMERS 20 years ago, each member has received 
details of the plan benefits, annual status statements, annual 
Einanctal reports, and in the last five or six years, copies of the 
actuarial evaluation. The board fully supports full disclosures to 
members and will continue to do so. 


The board of OMERS comprises 11 members appointed by the 
Biecutenant..Governors, in, -Council. VEIghtatony the elt simembers. .axre 
employees of local government, two are elected municipal 
Pounci iors cand. vone. 3S an. Ontariogicivil.~ servant. “The eight 
employees include five union representatives and three management 
employees. Tne composition of the board is the reponsibility of the 
government. The board members have never made recommendations 
concerning the composition. 


For a number of years, there have been requests to have a 
retiree represented on the board and, on occasion, one of the board 
members has been a retiree but has qualified for membership through 
other avenues. The inference that the present board members do not 
present the interests of the retiree could not be farther from the 
truth. The addition of a retired employee to the board would not, 
in the opinion of the board, increase or decrease the current board 
members' concern and interest in the needs of the retiree. 


. 


We would be pleased to discuss any of these matters with this 
committee. 


Mr. Cousens: In regard to the extent to which the CPP 
should provide a base to establish a foundation for some retirement 
planning, and not..nhave PURS,< do..vyou feel the, CPP’ 16 “sufficient. ia 
what it is providing now? Should there be any revisions to it? 
Snould it be expanded? Do you have any thinking as to what should 
be happening with the CPP? 


Mr. Roberts: I. think the ‘(board | would) certainly Ltavoun 
seeing the CPP expanded rather than see PURS introduced, although 
we do feel the CPP should be put on a funded basis. As far as we 
are concerned, I think you will agree, “the -CPP” in our opinion, is 
not a pension plan at all. It is just another social program. 


Mr. Cousens: The only other question I have has to do 
with indexing. How would you suggest that people who are retired 
receive some kind of indexing to their pensions to meet inflation? 


Mrs, KODertS: INIT “let” our -actuary , so Me ef Lolo. ane La Toe 
Olecuat poOImtc. 
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Mr. Field: The thought that OMERS board has on indexing 
is, aS Mr. Roberts said, along the lines of excess interest. By 
excess interest, they are thinking of excess interest on the actual 
fund earnings, not using some external factor, but excess interest 
on the fund earnings. As applied to existing pensioners, that would 
enable indexing to the extent there was excess interest over the 
current valuation interest rate. That would not cause any immediate 
cost impact on the fund since the fund is assuming only that 
interest returned. Any excess returns could be used to adjust the 
pensions payable to current pensioners. 


However, OMERS has not stopped there. They have also looked 
at the possibility of using an excess interest over an interest 
rate that would be somewhat less than a valuation interest rate to 
determine what the cost impact might be. At this point, they are 
prepared to use excess interest over an interest rate less than the 
valuation rate, which would add to the amount of money available to 
provide indexed pensions or adjusted pensions for pensioners. 


There 1S a cost impact, of course, aS soon asS.you use a base 
interest rate of less than the actuarial evaluation rate, but 
through our investigations we have established this can be done 
without impacting on the contribution requirements of OMERS. In 
other words, we could follow that approach without having to adjust 
any contribution requirements of OMERS. 


As Mr. Roberts said, this has to be a gradual process, a 
transition process. LD, Add ttion foe porogi dings hat es kind | ee 
adjustment for existing pensioners, the same adjustment would be 
promised to existing active people, again without impacting on the 
contribution structure of OMERS. Longer range, the thought is the 
arbitrary interest rate that was chosen, the interest rate that is 
less than the actuarial valuation rate, could be gradually backed 
off and somewhere in the future maybe get down to the so-called 
real rate of return we see written about of three or four per cent. 


= 
Mr. Cousens: I appreciate that answer. 


Mr. McClellan: Just so I understand clearly, we had the 
Ontario Municipal Retirees' Organization delegation before us 
yesterday morning. They gave us a brief that indicated a decline in 
the purchasing power of their own benefits. They expressed a 
concern, if I recall correctly, that there had not been inflation 
adjustment for three or four years because of the work of the royal 
commission. I assume from what you said that you have adopted the 
excess interest and are in the process of implementing or designing 
Pe eine ecould you elaborate a little’ on that? 


Mr. Roperts: IOrcannot melaborate’# at’"’this "time “because 
presently we are in the negotiation process with the Treasurer of 
Ontario. As you are aware, we report to him and we are at this 
level right now, so I do not feel we are prepared to discuss it. 


Mr. Chairman: If I might just clarify and comment for the 
record, with reference to the Ontario Municipal Retirees’ 
Organization and their brief, they were here at 11:15 a.m. on 
Tuesday. 


Mr. McClellan: Tuesday morning, yes. I assume you have to 
secure approval from the Treasurer for any changes you would 
incorporate? 


Mr. Reeve: Provisions of the OMERS plan are contained in 
regulations under the OMERS act, so we have to go through the 
regulatory process for change as required. I might also add there 
was a three per cent ad hoc increase to pensions on March 1, 1978, 
and another four per cent on January 1, 1981. 


Mr. McClellan: That still leaves them short 20-odd per 
cent in terms of the consumer price index. The other concern they 
had raised, and it is obviously related, is that you are in a 
position now of negotiating with a third party on behalf of the 
beneficiaries. That has to do with representation on the board. 


You are not even in a position as a board of being able to 
negotiate directly with the OMRO constituency because of the 
relationship with the government and the Treasurer. Just so I am 
clear, what is your position? Are you adamantly opposed to an OMRO 
representative on your board, even a single representative? 


Mrewe Roberts: » AS.uyou.. aree, aware, phereteiaremaftive: Tinion 
representatives on this board already. A good many of these 
gentlemen were used and so forth. Our feeling is that surely just 
because they are retirees, you do not think the unions and in a 
good many cases the employers forget these people. I think they are 
well represented. 


Tihavemsat on ithis thoard. 4fhis as: amy osixth Year now. fF have 
never seen anything occur that was going to harm the pensioner in 
any way. We have tried our best to come up with a solution. I think 
our biggest problem has been all the royal commission reports and 
now this committee sitting and so forth. There has been so much 
controversy going on we have not been able to see the guiding light 
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in which direction we should be moving. Certainly we would have 
loved to see the plan indexed, but the board members have a 


responsibility to see that we keep this plan in a funded position, 
Which lt iS <tocgay. 


Mr. Mackenzie: If I could have a supplementary to my 
colleague's question, that has not answered for me, at least, what 
difficulty you perceive with having a representative of the 
retirees on the board. They obviously are now organizing as a 
group. Tney obviously feel they want that kind of a voice. We are 
certainly into an age when, hopefully, participation and openness 
are one of the things almost everybody talks about, whether we 
acttia lly sdo ire Ce not. 


Lam nov isuré: what the “oflicral gpositionsora therdimio0n, 1s, buu 
I would be surprised if there was opposition from the union 
nominees on the board. What reason do you have for saying: "Hey, 
no. We can take care of your needs. We don't need one of you on the 
board." 


Mr. Reeve: He mentioned in his comments that the board 
has never made comment to the Treasurer or the government on the 
representation of the OMERS board, the composition, and I think 
that is the point. I think.the point he was trying to make in his 
Opening remarks was that the inference there has not been 
consideration of the pensioner needs by the existing board members 
is not true. 


Mr. Mackenzie: I do not see that as part-- 
Mr. Reeve: Under the existing board-- 


Mr. Mackenzie: The concern is really the answer, though. 
The position is there is a group of people there, obviously a 
directly concerned group, who are now to some extent organized and 
want some representation. 


I see it as the same kind of question that got us into some 
of the problems in the private pensions. Why the hell did they not 
react sooner to things like vesting? Why not take some initiative? 
If there is a problem or something you see as a problem, that is 
what I am trying to get at. If not, why not show some initiative 
and say, "Yes, you should have a representative on the board"? Why 
not aS a board invite it or make the suggestion to the government? 


Mr. sReeve: ~ I: think’ for ~ ajo numberP° ots yearsm there. were 
retired people on the board and members of that organization. I do 
not think they were chosen by that organization but we have had 
retired members on the board through other avenues. 


Mr. Mackenzie: Is the opposition then to an _ organized 
group per se having representation? 


Mr. Reeve: Lg do” “noimneenink. osthnere is /vany i! particulas 
Organized group represented on the board. The members are appointed 
by the Lieutenant Governor, however that is done. There are 22,000 
pensioners in OMERS. I am not sure how many members there are at 
OMRO. I have no idea if that was in their brief. I do not know if 
they represent all of the pensioners. 
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Mr. McClellan: This is my final question. OMERS should be 
commended for providing some of the financial information, I guess 
principally to OMRO, and they provided it to us. We have had a 
great deal of difficulty even getting what should be, I really 
thought, fairly straightforward information, for example, the 
amount of pensions payable in any given year and the number of 
Betivees Minw! receiptrsofoebenefits “so! “you: ican Swork “tout “average 
payments for retirees and look at that information on a comparative 
basis. 


LO: 30 sasms 


We have it for OMERS since 1970. We have it for absolutely 
not one other single plan. I am asking you these questions because 
you are the only ones who have had the decency to provide the 
information, which perhaps makes it a bit unfair. But on the level 
of benefit, in 1980 the average payment per retiree per year is, 
according to the figures that we were given on Tuesday, $1,841 per 


year, and it is a bit higher for 1980 current retirees, $2,726 per 
year. 


Mr. Roberts: You have to remember OMERS is only 20 years 
and that is a baby in pension fields. A lot of these people who are 
retired were in pension plans prior to OMERS coming into being, and 
a good many of them never had pensions before. I do not feel this 
board is in the position where we are going to be able to provide 
adequate pensions for all these people no matter what happens 
unless the employer is prepared to get involved in supplementary 
agreements where they can pick up past service costs for these 
people. The vehicle is in place for them to do this. 


It is the same thing, there is a vehicle in place within the 
act of OMERS. The employers can increase the amount of pensions 
payable to any one of their retiree employees any time they wish, 
but unfortunately it is not being used. 


Mr. McClellan: By the employers. 


Mr. Roberts: That is correct. Another problem is that 
when these members leave OMERS, where they are union members--I am 
using this as an example--the unions no longer have the right to 
bargain for these people. It is not like the private sector where 
the United Automobile Workers goes in and starts negotiating for 
their pensioners for increases. They are just forgotten people. 
They worked there 40 years. They got their gold watch. It is 
goodbye. Their benefits cease at that time and that is it. 


Mr. McClellan: I suppose those of us who are relatively 
inexperienced on pension affairs, like myself, quite frankly, 
having been told repeatedly that the public sector pensions are the 
cream of the industry and just infinitely more lavish than anything 
One would expect to find in the private sector-- 


Mr. Roberts: This is not true. 


Mr .WuUMcCleldansic Obviously p Ath Ss (onoteritrue.) Despite’) the 
fact that the royal commission itself has repeated a number of 
shibboleths throughout the document, none of us and none of you, I 
am sure, would anticipate that anybody would live on $1,841 a year. 
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Mr. Reeve: Can I just clarify something? I£ you just take 
the total number of pensioners and divide it into the total amount 
of -pensions» paid, ih a> yearpo youytget- pan averages “lt cassnvery 
misleading to use that average because OMERS has a couple of 
features that other plans do not have. We have immediate vesting. 
You do not require 10 years of service to get a pension out of 
OMERS, SO we have all sorts of people entering the work force at 
very late ages and retiring at 65 with only seven or eight years of 
service and taking a pension. 


We also provide pensions for part-time workers, and there are 
many of them in the plan. I am not sure of the exact number but 
there are close to 15,000 and their pensions will be related to 
their shorter period of service because they do not work full-time. 


There are those two features, plus we have spousal benefits 
in there at half the rate of normal pensions; all of these things 
add up. I think in 1980 the normal retirement pension, the smallest 
one we paid, was $34 a year and the largest one was $30,000, so 
that it is all-over. Using an average is fine. We have not got the 
median figures. I wish we had them. It might be of more importance. 


Mr. Mackenzie: From $32 to $25,368? 


Mr. Reeve: | From $34s;a ‘year Gup “tos-over $30,000) a. year. 
That 1s the range. It is all over the place. I have examined that 
in some detail for existing pensions under payment. Averages are 
awfully misleading. 


Mr. McClellan: I know, and I had asked the OMRO people if 
they had the range and the distribution through the range, which 
they did not have perhaps, and I am not sure whether you have that-- 


Mr. Reeve: I do not have it with me. 


Mr. McClellan: “--easily available, but if it would /ibe 
possible to make that available by correspondence to the chairman, 
I think that would be helpful so that we could get an idea of the 
median and also an idea of the distribution above and below both 
the average and the median. 


MrogeRceves! Pol gewi kb seesy whats Y . ecans: doustor wevou sewed 
pensions are based on service and salaries, it comes out at the end 
whatever those two combinations are. 


Mr. McClellan: Right. The question becomes important to 
uS when we are trying to assess the appropriate role of 
employer-sponsored pensions in the total mix. We are not just 
dealing witn the fact that the majority of workers aren't even 
covered at all in employer-sponsored plans, but also the question 
of the adequacy of the coverage. 


We have some data with respect to coverage per se, but almost 
no data with respect to the adequacy of pensions that are being 
paid to people who are actually in the fortunate minority who are 
covered, So any material we can get is helpful to us in trying to 
determine some of the other questions--for example, what should the 
role of the CPP be in the long run, or the public sector vis-a-vis 
tne private sector. 
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Mr. Bernardi: Mr. Chairman, if I may make one comment on 
that, one of the problems that OMERS is into is that we seem to be 
blamed for inadequate pensions for municipal employees when a big 
cause of this is what happened prior to 1963 and prior to the 
implementation of OMERS. Without the benefit of a supplementary 
plan which picks up the past service, many of our retirees have 
gone off with short periods of service in the OMERS plan because we 
are a relatively young plan and we take some criticism for the fact 
there is a small benefit, ignoring the fact that there was no 
benefit before OMERS came into being. 


We think that OMERS does provide a very adequate pension. 
However, it takes 35 years to achieve the maximum. We have only 
been in existence for 20 years. I think you have to keep that in 
mind when looking at the amount of benefit being paid to some of 
Our members. 


Mr Pe eRiddeill sl e am’ sorryiet owas Sate Sarbivings and =maybe 
this has already been discussed, but I would be interested in 
Knowing why OMERS has decided to go the way of excess interest to 
adjust pensions. To the best of my knowledge, it hasn't been tried 
in any other jurisdiction. Who was the author of this means of 
adjusting pensions? Do you find it is the fairest way? Maybe you 
could enlighten us on what the excess interest concept is. 


I know from the questions that have been asked in this 
committee, and I know from talking to some of the members, we all 
have a different interpretation of what excess interest is when it 
is connected with adjusting pensions. Maybe you could start by 
telling us what your interpretation of excess interest is, how it 
works, and then tell us why you have decided to go that route. 


MrvesRoberts Pas owillst Manswers thisi eine wor @parterro lay wilt 
answer the first part and turn the second part over to our actuary. 
First of all, the only reason we are looking at the excess interest 
approach is we know we cannot afford indexing. We are running a 
funded- "plan. *4It- "you «want tol slookMati they teachers 'orplan,])the 
provincial employees' plans and so forth, there is no concern about 
funding those pension plans. They are indexed. We just cannot 
aLtOra Sit. 


For the last four or five years we have been trying to come 
up with some type of solution. We came up with the excess interest 
approach because we feel if we continue to operate this plan on a 
funded basis it is the only possible route we can go. The board 
made the decision and we put our actuary to work and he can explain 
the mechanics. Mr. Field. 


Mri SPieldim4I think “ie Cwould’ “béeMwrong "too siggest™ there 1s 
a single author for the excess interest concept. I would say it was 
developed on the basis of theory by Mr. Pesando, whose articles I 
suppose you have heard of or are maybe familiar with. The theory 
there goes back to the premise that there is a real interest rate, 
real return on invested assets, and that anything in excess of the 
real return is due to inflationary effects. The real return is 
usually thought of as somewhere in the area of three or four per 
cent. 


10:40 a.m. 
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Mr. Pesando's earlier articles developed the theory that in 
developing any pension plan an employer should be assuming only a 
real. return,..only,,.the..return, offs the.wreal interest. :rate pon nus 
invested asset. That meant that any excess return coming from 
inflation snould be available to adjust the pensions, protect the 
purchasing power, as it were. This theory evolved from the basis of 
a clean start where you didn't have to worry about what had gone on 
Aiist onicadkLy. . 


To take a big jump to the current situation--and there are 
all kinds of interpretations of excess interest and applications of 
excess interest--and talk about OMERS particularly, it appeared as 
though «thew .optronammight exbe iathere »-£or..gOMERSi« toll. JO unienthe 
Supplementary adjustment benefits fund, which is the provincial 
legislation to which the teachers and the public servants belong, 
which is an unfunded program to provide indexing. The contributions 
are going in there at one per cent by employee and one per cent by 
employer, and those funds are supposedly being monitored by cash 
flow projections to determine whether they need to pump more 
contributions in--in other words, whether the fund is going to run 
down or run up, and so on. 


The »key..-points.here:, iss sthatwikt.y iss ase,;totally .~un£unded 
Operation. It is relying on the contributions of future members to 
pay the indexing for the current retirees. The OMERS' board 
investigated the application of that approach to the OMERS group 
and felt it was the wrong way to be going. They wanted to operate 
on a funded basis, as Mr. Roberts has said. Once you make the 
decision that you want to operate on a fully funded basis, you have 
to look at your available assets. Currently they have liabilities 
for accrued pensions and the liabilities have been determined, not 
just uSing this synthetic real rate of return at three or four, but 
reflecting some of the inflationary part. So the valuation interest 
rate has ranged from six to eight per cent. 


That being the case, the excess interest concept simply said 
that if we do have excess interest returns, that iS money we are 
not counting on and that is money we could dedicate to adjusting 
pensions. In fact, that is where the money for the adjustments that 
have been made to OMERS pensions in the last 10 to 12 years has 
come from--from excess interest earnings, at least in large part. 


You should keep in mind the adjustments that have been made 
to date compound to something in excess of 50 per cent. In other 
words, pensions have been adjusted at a compound rate that now 
increases those pensions by 50 per cent. Those increases, as I Say, 
have come largely from excess interest returns. So applying this 
concept on an ongoing basis and being willing to dedicate the 
excess interest of the future to adjusting pensions, OMERS decided 
they should follow the excess interest application that I explained 
a little earlier. Were you here at that time? 


Mr. Riddell: No, I was late getting in. 


Mr. Field: Then «8 tO. ptepeat. aust... .Drief ly, the excess 
interest thought is that it should be interest in excess of the 
rate that is used in determining liabilities; in other words, 
interest in excess of the actuarial valuation rate. 
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You could use that without any immediate cost impact on the 
fund. The impact, as far as cost is concerned, is that you would 
not then have those excess interest earnings to do other things 
with in the future since you have now dedicated them to adjusting 
pensions, and OMERS was quite prepared to go that way. 


They went one step further in investigating whether they 
could use a bottom-line rate of less than the actuarial valuation 
rate, and they have taken that step as well. So they are prepared 
to back off from the actuarial valuation rate and use excess 
interest over a rate that is less than the actuarial valuation 
rate. We determined that could be done without requiring any change 
mn-che current “contribution structure, 


On the longer range, the thought is that over time the base 
rate that-is used could be gradually backed off until ‘it could get 
down to something like three or four per cent, the real rate of 
Feturns)s BUt=-this §is going ‘to “have to ‘be’ “done over Ya “transition 
Stage, unless a decision is made that they are willing to look at 
an unfunded liability, and then they have to find someplace to get 
the money to fund that liability. 


Mr. Riddell:s ,Sovothe ®/excesSs Seinterestqoisi isbased ts oniana 
guideline and that guideline would be what--long-term Canada rate, 
Or what are you uSing as a guideline? I understand your actuarial 
rate, but in order to get that three per cent from an actuarial 
rate of six per cent, what are you basing the nine per cent on, in 
Order to give you that excess interest of three per cent? 


Mr. Field: The excess interest concept involves two 
rates, that actual return being experienced, and then whatever base 
rate you choose. The base rate is chosen arbitrarily--chosen at a 
rate that, as far as Ontario municipal employees' retirement system 
is concerned, they can use without impacting on the contribution 
structure. 


That would be a fixed rate which could be adjusted presumably 
downwards, again arbitrarily, as it became possible to do so. The 
top rate is the actual rate of return on the invested assets, and 
OMERS has detailed investments in its portfolio and is getting 
returns, which can be measured. The actual investment return would 
be calculated on the same bases by which the value of the existing 
assets at any particular time is taken, so there is a complete 
linkage between the value of assets used for valuation purposes and 
the excess interest that would be used for purposes of adjusting 
pensions. 


MreetRoberts rf). (we sihad.sthasi-vehiclewiinw' place vforeethis 
year, for example, if we had increased pensions, say, January 1, we 
probably would have been looking at an increase of roughly about 
four per cent of pensions. 


Mr. VAR ddelINs .SHowiwefar eshortsolisreothdat skofethe’) «pension 
adjustment that would be made in connection with funded pensions? 


Mr veRoberts snc tis: Gquite isinplescLimyoulfare “Looking,oat*'the 
provincial pension or the teachers, theirs is eight per cent, so we 
would have been four per cent under. The big difference is that was 
funded. 
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Mr. Field: .The. teachers'. or. the. public .service, plan. that 
Mr. ROberts refers to is the Superannuation Adjustment Benefits Act 
basis, and the reason they are eight per cent is that their program 
follows consumer price index increases with a cap of eight per 
cent. The eight per cent is their cap this year. 


Mr. Williams: I have two matters I would like to pursue 
with our witnesses this morning if I could. First, in your brief 
dealing with the matter of investment--I do not know whether Mr. 
Roberts wishes to answer this, or whoever--you express some concern 
with regard to the fact that the direction being taken by the royal 
commission is to limit investments to Canada. Yours is not the 
first organization to express the view that this would somehow 
impede the flexibility of your investment portfolio. We discussed 
this at some length yesterday as well, and it was discussed in our 
earlier sessions last year. 


I would be interested in knowing what your present portfolio 
is relative to foreign investment, what your experience has been 
and why you feel that somehow your investment portfolio would be 
put in a disadvantageous position, if I may use that term. 
Personally, I find that difficult to understand when there are so 
many investment opportunities in this country, as I see it. 


Mr. » Robervisss /Lli,do ganotsiv Sits. DUtie Ion Wil dbn Le teehee oReewe 
answer. 
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Mr. Reeve: We are limited by federal legislation to 10 
per cent of the assets being outside of Canada, so there is a limit 
right now. We have maximized the use of that. We look at 
diversification, we look at maximizing rates of return, and if 
other markets are performing much better than the Canadian market, 
which some of them are today, then we would like to utilize those 
markets. Our role is to maximize the dollar contributions through 
investments over time, and any restriction does impede that at 
times. There might be times when we withdraw from foreign markets 
and put-it all.into Canada. The .bulk of.our..foreign,is:in. the.UsE 
but we do invest in the Pacific, in Europe. We are really just 
seeking opportunities to invest money. 


Mr. Brandt: On that point, I wonder if Mr. Bentley could 
Clarify. Js Atgel0tiper.-centeofs.the, .assets: om <0). per, centerotestie 
returns to itheadund? 


Mr. Bentley: You can go higher, but you are going to pay 
a penalty if your income is higher than 10 per cent, which is again 
Our rule. So it effectively limits you to 10 per cent of the total 
assets. 


Mr. Reeve: And it is a moving 10 per cent because our 
market values can change tomorrow, so we are constantly watching. 
We have to measure that almost daily to ensure that we are not 
over. If you are over, your penalty is equal to the amount you are 
over. So it is a fairly substantial control. 
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Mr." Bentley: There "isa substantial ‘penalty -if you go 
over on your return, on your invested assets that are held in the 
foreign markets. 


Mr. Brandt: Did you not indicate that was one per cent a 
month or something of that nature? 


Mr. Bentley: No, I cannot remember what the rate is. Al, 
What<ts tic? 


Mivereneev.ecer Of to ehand'’ I-'couvld’ notyegivestyow® thes -speciire 
figure. 


Mr. Brandt: But it is enough to negate whatever advantage 
you might pick up with the foreign investment if the market in 
Canada iS particularly soft, say, at a given time. 


Mr. Reeve: We just have to stay within the limits and we 
have to be watching it and withdraw from those markets as quickly 
aS possible if we are going to go over. It is almost impossible to 
Stay at the maximum limit because the market value is changing 
every day, so you are really in difficulty. 


MiS@ehaAggenty. 2a WOuld? vous pre FériSearitaungs them sl0sn penascent 
limit then? 


Mr. Reeve: i think we are objecting Pon. vthe royal 
commission saying there should be no investments outside of Canada. 
But what that limit should be--I would like not to see it change 
from the present 10. I suppose we would like to see it go a little 
higher because we like to have the freedom and diversification. If 
the opportunities arise, we do not want to lose them; that is all. 
We see our role primarily as trying to maximize the dollar 
contribution over time, no matter how we do it. We do not want to 
put all our eggs in one basket. 


Mies Haggerty: “would® there? Ynoteibe «isomeatadverse effect Vit 
yourfrai se Sthatvrelo « per®-cent “to - 1DS-ore*25e per ®@cent? “Then capital is 
leaving Canada and that is one of the problems that is creating the 
nigh interest rates now--capital leaving Canada. It is not used for 
investment here in Canada. 


Mr. Reeve: I do not disagree with that philosophy-- 


Mr. Haggerty: You are turning around and you are 
borrowing back from the other side again. You are investing 
offshore someplace else and then the first thing you know the 
government iS running to the Americans or to some other source to 
obtain cash flow to come in here to help keep us going. 


Mr. Reeve: If you take that point of view as to what 
investments pension funds should have, I can see why you would 
restrict them to Canada, maybe Ontario. Our role is to maximize the 
dollar contribution and we do not like those restrictions on us. We 
have to answer to our members and our employers to do the best we 
can and restrictions make it difficult sometimes. But if you take 
the point of view you are taking, that you are looking at the 
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overall economic position of Canada and the flows of money, you 
could very well come up with the position that pension funds should 
be restricted to Canada. You might even decide in Ontario that some 
of it should be restricted to investment in Ontario. We do have 
examples of cases of restricted investment. 


Mr. Williams: I gather your investment pattern has 
Ccnanged somewhat over the years, from looking at your letter of 
August 19, where you indicate that from the early years, 1963 to 
1975, you invested entirely in special nonmarketable provincial 
debentures, continued to invest there and in the capital market 
securities from 1975 to 1978, and then shifted dramatically from 
1979 on into the capital market securities. Looking at your annual 
1980 report, in your non-Canadian equity investments, you mention a 
great number of them are in the US. 


The types of investments you have made apparently are in 
individual stocks in the fields of consumer products, computers, 
tobacco, financial services, energy, merchandising, airlines, 
photography, conglomerates and industrials, all of which I guess 
are maybe not as readily available, but nevertheless I would assume 
are available in Canada as well. So I suppose that you still would 
have a considerable degree of flexibility to invest in those 
sectors of the private sector within Canada if you were limited, 
but you perhaps might have to do a little greater in-depth 
searching out of the appropriate securities, whereas in the foreign 
field you have a broader field to work in. I presume that's 
probably the one thing that would curtail you to some extent, but 
wouldn't necessarily disadvantage you. 


Mr. Roberts: Tf you are looking at your personal 
portfolio today and you are investing in equities, would you be 
putting your own money into the Canadian equity market at this 
timecssur don “ea think Sh ‘would: 


Mr. Williams: Possibly not. 
Mr. Roberts: We are looking at a cash flow this year of 


approximately $600 million. We have to find somewhere to put this 
money. 


Mus Haggerty: Municipal bonds are paying pretty good 
right now. 


Mr. Roberts: We have some money invested in municipal 
bonds, but we have to have a balance in our portfolio. We can't put 
all our eggs in one basket. 


Mr. Williams: They are marketing some good energy issues 
Out in the west. 


Mr. Roberts: We are involved in searching for oil in the 
west, Slr. 


Mr. Reeve: We actually own oil and gas wells in the west. 


Mr. Williams: One of the most secure investments’ these 
days, I would think. 


ibe 


Peta BKODETUCS. YOU em have . come /.on-v a.) Good =-poaftas. “LD chink 
perhaps something this committee could take into consideration is 
the impact that the pension funds could have in the equity market 
in years to come. As a board member, I was personally concerned 
with the issue involved, for instance, with voting rights in 
companies we are involved with, proxies and things of this nature. 
We limit ourselves. The OMERS board will not take any more than a 
10 per cent position in one company. I do not want to see OMERS, I 
wouldn't want to see any pension fund in the Ontario situation, 
moving in the direction that we are seeing taking place in Quebec 
through their Quebec pension fund and so forth in the credit union 
movement in Quebec. I think that is very, very dangerous indeed. 


We are talking about an awful lot of dollars in just OMERS 
alone if we ever took the teachers’ plan or the provincial 
employees or whatever it may be and started going to the money 
markets for that type of money. I think it is something that would 
have to be monitored very closely as to what could happen. 


Mo. SWilirems: "Il would? Like? 'to® come ttowvpethaps alittle 
more sensitive area dealing with the reaction, understandable I 
think, from the different public sector groups that have been 
before us. I should say the public sector employer pension plan 
groups that have been before us, including yourselves, in the 
reaction to part four. I guess your groups have taken it as a form 
of criticism from the royal commission, although I don't see it 
necessarily in that light, but because of the defensive response 
that you have seen the need to make to their assessment--I see it 
aS assessment of the situation rather than criticism--of the fact, 
by and large, the public sector plans have historically developed 
into richer types of programs and plans than you will find in the 
private sector. 


Tr VdonSe (cnink! -there rs anys -cricicism™ “of Vv what > you have 
achieved. I think it is rather a compliment in a way and I think 
you should be complimented. Historically, I don't think anybody has 
gquarrelled with the reasons for it occurring, at least none of the 
groups that have come before the committee to date. I think it is 
understandable. 


I sense from the groups who have set up a defensive reaction 
that they almost feel threatened by the fact that there might be a 
central agency or cost control mechanism established. 


Plea. M's 


With regard to your own situation, I think on page 22 you 
comment on that and you state, if I might just quote in part to get 
to the real point here, which I would like you elaborate upon if 
you would, at the bottom of page 22: 


"AS an apparent outflow from the concern for parity with the 
private sector is a mammoth process of cost control. Again, the 
commission appears to be looking for a solution that may well only 
apply to a few public sector plans, notably the public service 
Superannuation fund and the teachers' supernnuation fund, which 
both have a high employer cost, are underfunded and have escalated 
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benefits and unreduced early retirement. The many recommendations 
On cost control and intervention by Management Board of Cabinet in 
the affairs of public sector plans appears to be a ‘'sScatter-gun' 
approach that is applying the solution to all plans because of an 
isolated problem." 


With that preamble, my question is do you really feel there 
iS,.no,merit “in tie. principle. of cost. controls Vou. sugges uti c aim 
cost control was applied, it would establish a scatter-gun response 
when, in fact, if cost control was imposed, would it not prevent 
the isolated problems you have identified from becoming general 
problems? Is that not where the scatter-gun effect would apply if 
it was left open ended and there was not some genuine effort made 
to establish some effective cost control? 


Surely it is not going to take away from any of the existing 
plans, nor do I suggest that it would somehow impede them from 
improving upon what they already have. Can you really criticize 
government for wanting to have some form of meaningful and 
effective cost control? In principle, to me it sounds sound from a 
business point of view. 


Mr. Field: Certainly we are not going to sit here and 
Suggest that we would not want government to have cost control. 
That would not be a proper stance to take. But when we are talking 
about pension plans, I think one thing we have to recognize is that 
when all is said and done, the actual cost of a pension plan will 
be the total benefits that are paid out of that fund--nothing more. 
If a plan decides it is going to pay $1,000 of benefit, then the 
actual payment of that $1,000 will be what that plan has to do. 


When we talk about costs, we tend to think in terms of the 
contributions that are going in from time to time, and those are 
not really the costs. Those may be perceived to be costs, but what 
every pension plan is attempting to do on a defined benefit plan is 
to produce certain benefits and, no matter what the contributions 
are that go in from time to time, the actual benefits paid out will 
be wnat that plan costs. So when you talk about cost control, what 
you really should be talking about is the benefit side, not the 
contribution side. 


There are various actuarial evaluation methods; there are all 
Kinds of assumptions involved. So the contribution levels that may 
be made from time to time for this plan as compared with that plan 
can be totally different, and that is really not the issue here. If 
the government wants to exert cost control, it should be looking at 
the benefits that are being promised and how they are being 
provided, and that ties in with the investment return. I am sure 
you got the message that the OMERS board is anxious to maximize its 
investment return because for every dollar it makes by way of 
investment return, it is one less dollar received from direct 
contribution. 


Mr. Williams: So then you do not really disagree with the 
principle of cost. control; it .is.a question of the interpretation 
of what kind of control it is to be or how it should be applied. 





Ws 


Mia Teele alt: iSwed, question of “application. tie . scan (hark 
back to an earlier statement that was made regarding public sector 
plans being \the cream of pension plans, I think it is fair to say 
that public sector plans, including OMERS--and we probably cannot 
generalize--have fairly generous benefits as compared with the 
whole cross-section of private sector and public plans. Public 
plans do tend to provide among the highest benefits. 


At the same time, we have to look at the employee 
contribution that is required. Many private plans, plans provided 
in the private sector, are noncontributory, so there is no employee 
Ponce lpucion. -AgGaini, 1t comes ‘back ~to, the questionworawnat 1S cost 
and what is cost control. You have to look at the benefits that are 
being provided and how much the employee is providing toward the 
ultimate cost of those benefits. 


Mr. Roberts: The major problem we have is that we hear 
from our members that they cannot understand something, and it is 
very difficult for me or any of the board members to explain. I 
will use the boards of education aS a prime example. You can have 
two people working in supervisory positions, Say, as 
Superintendents, in the board of education. One was a prior school 
teacher and one was not. They are both paying the same rate of 
contribution--seven per cent offset by CPP. When the time for 
retirement comes, the chap in OMERS has to work through to age 65. 
He walks out of there and just hopes the OMERS guys will be a good 
bunch and every once in a while slip him two or three per cent. 


The other chap in the same position was a former school 
teacher. He walks out with an indexed pension plan. First of all, 
ne can walk out with a 90 factor; when his age and service equals 
90, he walks out of there. He receives an indexed pension plan up 
to eight per cent per year and he is paying the same rate as the 
chap in OMERS. Naturally it is very disturbing to our people. I sit 
there and say, "We are running a funded plan; they are not. We are 
Gormgq the best. we can.” Itis™’a pretty Hardietning to Gyusticy 
sometimes. 


Mr. Bernardi: In terms of cost control, one of the things 
that concerned us wasS we were locked in with the teachers and the 
provincial government plan. As we said to you this morning, we are 
a fully funded plan. We are on a sound basis and don't intend to go 
beyond that. If there is a defensive reaction, it is more a matter 
of resentment that we are lumped in terms of needing cost control 
when we feel over the years we have exercised that cost control. 


Mr. Williams: Certainly your fund is exemplary as far as 
being a fully funded plan. Everybody looks to you for-- 


MoecsBernardi: wilatthink tchatyeis «the impact of jtheire comment 
that we took exception to, not that there should be cost control. 


Mr. Mackenzie: I am afraid (inaudible) Suncor or some of 
those jets. 


Mr. Williams: We always get silly comments sooner or 
laters 
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Mr. Roberts: Our only comment, Sir, is that we have our 
own Oil wells. 


MY. Gillies: Like. Mr . Riddell, I came in: <slLate oiif team 
another meeting, but I wonder if during the early part of the 
meeting the question of pensioner representation on the board was 
raised at all? We had a group of your pensioners in to see us on 
Tuesday and they were quite concerned--and I think it quite 
consistent with our recommendation in the interim report in the 
fall--that you might consider employee or pensioner representation 
On your board. 


Mr. Chairman: That was raised. 
Mr. Gillies: That was raised. 


Mr... Bernardi: Mr. Chairman, if I) may just) make»<furthes 


comment on that. I have a feeling there may be an impression here 
that the OMERS board is resisting the addition of a pensioner 
representative to its membership. That is not the case. 


Mr. Chairman: Certainly that was not the Chair's 
perception of it. 


Mr. Bernardi: We have not taken a position one way or the 
other aS to who will be on our board. That has been defined in our 
legislation. There was also a suggestion that maybe we should be 
progressive and recommend that. The problem we get into with that 
is there are a number of groups, both union and employer groups, 
who are not represented on the OMERS board. Do we start then, as a 
board, deciding which of those groups has representation? 


Mr. McClellan: Just so that I understand, are you saying 
the ultimate decision rests with the government? 


Mr. Chairman: It appoints the board. 


Mr. McClellan: I just wanted to make sure we understood 
that. 


Mr. Mackenzie: a5 am presuming, though, that the 
government listens to board recommendations or advice. 


Mr. Bernardi: The board does not make any recommendation 
on its board members. We don't even know who-- 


Mr. Mackenzie: Not on board members but if there should 
be an enlargement or decrease in the size or if it would be 
beneficial to them, it doesn't mean you can't--do the rules Say you 
can. ce? 


Mr. Bernardi: No, it doesn't say we can't, but we never 
have. I am not so sure we want to. 


Mr. Chairman: Does that exhaust your problems? 


Mr. Gillies: I think you have answered all my questions. 
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Mr. Roberts: I would make one comment, sir. Since OMERS 
came into being, from what I have seen, to be quite honest with 
you, there has been very little political interference. Most board 
recommendations have been adopted by the government. If they wish 
to question us on some of our recommendations, I certainly think 
that is their job to do so. They may not always agree with them and 
sometimes we don't always agree, but through negotiations and some 
compromise, we nave been able, in my opinion, to run a fairly 
successful pension fund. 


Pie wa vis 


MES GlreresS” Dust =1ike “al Four boards’ "and commissrons, "1 
might add, Mr. Chairman. 


Mr. Mackenzie: Well, we hope so. 


Mr. Gillies: I have another point I should like to raise, 
gentlemen, and again I apologize if this did come up already. The 
pensioners pointed out to us that if you refer to the table that 
they sourced for us on the adjustments to pension in pay, the 
adjustments would seem to be less frequent and smaller than they 
were *pr10r’to’ 1976," and this, of ‘course, was a concern to them. “In 
their brief they quoted to us from your annual report in 1979. That 
quote noted that you had, to all intents and purposes, put a 
moratorium on adjustments for a period of time until you saw what 


the recommendations from the royal commission were. The point the 
pensioners made to us was-- 


Mra -Cuattman. Mr. © Gillies, L**hate™ co “interrupt, .you, but 
that question was asked as well. The witnesses understand the 
question. 


Mr. Gillies: Fine. Well I will check Hansard then and get 
your answer. Thank you very much. 


Mr. Chairman: You see, it pays to be on time. 

Mr. Gillies: I can't say, "Great minds think alike." 
Mr. Mackenzie: Are you in with the wrong group? 

Mr. Chairman: Mr. Mackenzie, did you have a question? 


Mr. Mackenzie: I have a point, more from curiosity than 
anything else. You made a fairly strong statement. I do not 
necessarily disagree with it, but I am really interested in why you 
said that you would not want to get into a position of more than, I 
gather, a 10 per cent interest in an outfit, or to go the Quebec 
route because of whatever dangers you perceive in that. Just 
exactly what is it that bothers you about the Quebec situation? 


Mr. Roberts: I would have to answer this as an 
individual; and I would say I just do not want to see government 
becoming more involved with business. If you look at a pension plan 
like OMERS and the other plans we were referring to, technically 
they are government, and I think it is very dangerous. 
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I am Anglo-Saxon. I only have to look at what has happened in 
Great Britain. If you are asking my opinion, I am afraid that this 
country is on the same course that they have taken, and I think we 
are seeing the disastrous results of that today. 


Interjection. 


Mr. Mackenzie: We could point to potash and release some 
very favourable results too. I take it you disagree with putting 
Our money into Suncor as well then. 


Mr. Roberts: Someone was asking what my political views 
were once, and my comment was, "I am a right-wing socialist." 


Mr. McClellan: And they are all over the place. 


Mr. Chairman: Anyway, I guess that is an elusive answer, 
Mr. Mackenzie. That defies debate. 


Are there further questions? If not, I want to thank you 
gentlemen very much for coming forward this morning. It has been, I 
think, very instructive, and assists us in our deliberations and 
determinations. 


Mr. Roberts: Thanks. you. ‘very: semuch; | — Mr. Chairman, and 
members of the committee. 


BUSINESS COUNCIL ON NATIONAL ISSUES 


Mr. Chairman: Our next delegation is the Business Council 
On National Issues, and Mr. Syd Jackson is the chairman of the task 
force on social policy and retirement income. 


Mr. Jackson, did you have a brief? 


Mr. Jackson: We will have one for you. We do not have one 
this morning. 


Mr. Chairman: All right. That is fine. Would you mind 
introducing those with you for the record. 


Mr. Jackson: Mr. Chairman and gentlemen of the committee, 
we are pleased to be here this morning. I. am Syd Jackson, tha 
chairman of the business council task force on social policy and 
retirement income and president of the Manufacturers Life Insurance 
Company. My colleagues here are Dan Damov, on my right, president 
and chief executive officer of Travelers Canada, and on my left, 
Peter Riggin, senior vice-president, Corporate Relations, Noranda 
Mines Limited. 


Before I start making comments, let me just tell you a word 
Or two about the business council. The business council consists of 
the chief executive officers of some 140 Canadian corporations. It 
was formed in 1976 as a national organization and is a result of 
growing interest among business leaders in making an effective 
contribution to the development of public policies and the shaping 
of national priorities. 
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The related roles of the three multi-industry associations, 
the Canadian Chamber of Commerce, the Canadian Manufacturers 
Association and the Conseil du patronat du Quebec, is recognized by 
including leaders of each of these in our policy committee, which 
is sort of the board of governors. 


This ensures close communication and co-ordination of all of 
thesesfhorganizations. el? think eethe distinctive features#of the 
business council is that it can only be represented by the chief 
executive officers in the meetings and this provides the broad 
perspective needed for constructive dialogue. That is the business 
Souncrihb. 


i vunderstandsusy ourigsaprimaryesiinterest watoday “vis ansaithe 
deliberations on expansion of the Canada pension plan, the PURS 
plan and public sector pensions. I would like to say something 
about the first two points and then make one or two comments on 
some of the recommendations that you made in your first report. 


So far aS expansion of the CPP is concerned, we are opposed 
to it, which I guess is no surprise. The CPP is largely financed on 
a pay-as-you-go basis and, as a result, does not accumulate savings 
for investment comparable to the private plans. We believe that the 
employer and employee contribution to private pension plans and 
other personal retirement programs are a very important source of 
investment capital for the development of Canada's economy. A large 
proportion of our new capital, particularly the long-term capital, 
is established and flows through pension plans. If the CPP is 
expanded, I think there is a real danger that the money that flows 
through to the provinces may be a source of temptation for 
provinces to be less restrained in their spending. 


As I mentioned before, the expansion would inhibit the growth 
of private pension arrangements and limit their ability to generate 
funds to meet Canada's tremendous need for capital. We feel that in 
the years anead, the next decade, there are going to be tremendous 
needs for energy, transportation, housing and so on. 


Some who have argued for expansion of the CPP have said that 
the contributions should be invested in the private sector through 
an arm's length form of government agency. That would be a fully 
funded or a higher funding of the Canada pension plan and then give 
it back to the private sector to invest. We believe this would 
further concentrate control of Canada's capital flows. We have 
already seen where that has been done in Quebec and there are real 
concerns that the Quebec government iS now trying to influence the 
investment policy, so we are very concerned about that. 


We also believe in the need for diversity and balance in the 
source of retirement income. Already a large part of retirement 
income is borne by governments through such plans as the CPP, OAS, 
GIS, spouse's allowance and Ontario's Gains and that sort of thing. 
A major expansion of the Canada pension plan would severely reduce 
the diversity and cause future generations of retiring Canadians to 
become almost entirely dependent upon governments for their income. 
Such a dependence entails significant political and_= social 
consequences. Apart from this, there is the major question of 
whether it is good social policy. Expansion of the Canada pension 


x2 


plan involves very large subsidies. These subsidies are mostly 
going to the more affluent in our society. If you are earning above 
the average industrial wage, you get the maximum subsidy. If you 
are unemployed and the most in need, you get no subsidy. 
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There has been a suggestion that the CPP be expanded and 
there be a contracting-out provision, as there is in England. The 
Only basis on which that could work would again be a fully funded 
pension plan and the costs under the private plan and the CPP would 
have to be comparable. That is only through a fully funded plan. We 
think this would be completely undesirable. In fact, in Great 
Britain they are having difficulty working with it even though it 
is a mature plan in the government sector. 


The future costs of CPP are a matter of some concern. Not 
Only is there the demography, but the future contribution rates, 
just given the existing plan, are going to rise significantly as 
the present plan matures. The cost will go up to around 10 per cent 
by 2030 just to pay for the current levels. In lookingat »those 
costs, you must also realize there is old age security, which adds 
a cost outside of the CPP, and when those two are added together it 
eS ablsignificantwcost: 


Expansion would increase still further the burden of costs on 
succeeding generations and could lead to serious social 
intergenerational conflict. In private plans, on the other hand, 
the funding regulations require that the cost increases associated 
with improvements be recognized immediately. This requirement 
imposes considerable discipline upon plan sponsors and employees 
Since they also must make the additional contributions to meet the 
cost of improvements. 


If we look at the social security systems in other countries 
of the world, a number of them are having difficulty. I imagine you 
are all familiar with the problems facing the United States, where 
the government has increased the benefits without appropriately 
increasing the contributions, and there is a major conflict in 
Congress now as to how to rectify that situation. Similar problems 
are arising in Europe, where we have a more mature plan and we see 
a number of financial problems there. 


We do suggest two improvements to the CPP. I think these are 
along the line your committee has already suggested. They have 
Significant cost implications. First, we think the yearly maximum 
pensionable earnings should be increased rapidly to the average 
industrial wage. We also think you should consider raising that not 
to the average of the last three years' AIW but the current AIW. If 
that were to be done right now, this would increase the benefit by 
around 29 per cent. 


Tne second proposal would be that the CPP should adopt the 
Quebec pension plan dropout provision for looking after young 
children. 
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So far as the provincial universal retirement system is 
concerned, our position would be as follows: First, we encourage 
legislation to improve vesting, portability, survivors' benefits 
and inflation protection in private plans and suggest tax 
incentives to promote the installation of pension plans by small 
employers. If after review and evaluation the effects of new 
legislation still point towards the need for mandated coverage, 
further studies should be undertaken to determine the best 
approach. The business council believes the coverage issue is 
important but it needs more research and a great deal more 
discussion before binding decisions are made. Maybe we can discuss 
this in the question period. 


If further compulsion is necessary, the business council 
would favour some form of mandatory pensions to be offered in the 
private sector. In other words, mandatory pensions if neccesary but 
not necessarily mandatory pensions. 


The challenge, we feel here, is to work with governments and 
small business groups to get a better consensus. The main thrust of 
the business council at this stage is to encourage reform in 
existing private plans so as to: (1) improve the vesting and 
portability, which would also encourage more employees working for 
employers with pension plans to elect to join the plan; (2) 
encourage small employers voluntarily to install private pensions; 
(3) “ensure “some ‘measure of “inflation protection to .retirees' 
pensions; and (4) bring women into the mainstream of private 
pension schemes, both as surviving spouses and as employees, 
through the improved vesting and portability, and by encouraging 
coverage of part-time workers. 


Mr. “yWillians:* I'm”-'sorry, *what *was’ number “one, there?’ “1 
missed that. 


Mr. Jackson: If you improve the vesting and portability, 
we think that would also encourage more employees who work for 
employers with plans to elect to join the plan. In other words, if 
an employee thinks he is going to stay with an employer for only 
five years he will say, "All that I will get back when I leave is 
my own money with a relatively poor rate of interest, so why should 
Be join” thel pension plans" But if he knows, as your committee 
recommends, that after five years he can get an equal amount from 
the employer, he would get back a good rate of interest and he 
could invest that in a locked-in RRSP, I think a lot more people 
would elect to enter those plans. 


Those are the points we have to talk to specifically. I might 
just elaborate a little on the coverage issue and on the excess 
interest approach. 


As far as coverage is concerned, the business council agrees 
with the statement in “your report that coverage remains 
contentious. Although it is frequently said that about half the 
Canadian work force is not covered by such plans, the significance 
of this statistic may well be questioned. In this grouping is the 
working poor, whose income in retirement, from OAS, CPP and perhaps 
GIS, will reasonably replace working income. 
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ins addition;.. many, «sito sthem grouping sehbaves enor cyetor mica 
eligibility requirements, are secondary wage earners who perceive 
no need for pension coverage, have other savings programs designed 
to provide for their retirement or have negotiated higher wage 
settlements in lieu of pension. 


Many of those who are not yet covered are employed by small 
business. Although we in the business council cannot speak on 
behalf of small business, we recognize that the cost to small 
business owners of providing pension benefits and the difficulty of 
administration are obstacles to them providing their employees with 
coverage. We think a combination of government and private 
initiative will be needed to confront these problems. 


As I have said before, there have been so many studies on 
pensions in Canada it rather astounds me that this area of coverage 
has not been well researched. The best research that I am aware of 
was done in the United States for the President's commission. They 
took a very large sample to determine what the characteristics of 
the covered and uncovered workers were. I think there is a need for 
us to do something like that in Canada and I think there is a need 
for more discussion on the issues so that we can reach a consensus, 
aS I think we have, on many of the issues your committee has 
already reported on. 


Mr. Williams: Do you feel that President's study would be 
relevant to our situation here? 


Mr. Jackson: It would be interesting for you to look at 
that, but I do not know that you have the time to do it in your 
time frame. What I have been recommending to the federal government 
and to anybody I talk to is that sort of a survey should really be 
done to get a better feel for the characteristics of the covered 
and uncovered workers. I do not think you can get those out of 
Statistics Canada. 


Mr. Chairman: I might comment that some extensive work 
has just been done through the Ministry of Treasury and Economics. 
We have just received some of that in the last two days. You may 
find it interesting when it is eventually published. 


Mr. Jackson: I would. It is of great interest to us. 


Mr. Chairman: From what I gather, it is one of the more 


intensive, exhaustive and perhaps enlightening studies to come to 
our attention. 


Mr. McClellan: Where is that? 


1 so0eaem. 


Mr.  Chairman:. It is. exhibit 169 in the .material that has 
just been distributed. You remember Mr. Stouffer has indicated that 
he would furnish us with some of the information that would 
eventually be in published form. We have maybe a partial preview 
which has now been distributed to committee members. It may be very 
interesting in terms of this coverage problem, which I think is 
fundamental in terms of those advocating the PURS program, for 
example, and enrichment of the Canada Pension Plan. 
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Mr. Jackson: I agree. You have to know what the situation 
is before you can intelligently advocate one position or another. 
Beyond that, it is almost a philosophical debate as to how far you 
have to legislate in areas and how much are you willing to leave it 
up.{to-ran individual's choice: 


The only other point I would like to make a comment on is the 
excess interest approach. The business council supports’ the 
committee's recommendation that the Pension Commission of Ontario 
proceed with the development of legislation utilizing the excess 
interest approach with a phasing-in period to ease the cost impact. 


We recommend that the legislation apply to amounts of pension 
relating to earnings up to the average industrial wage. The 
importance of providing pensioners with some protection against the 
erosion of their pension is evident in this period of prolonged 
high inflation. Whereas many employers, probably most of our 
members, make adjustment to pensions on an ad hoc basis, a very 
Sizeable number of employers do not. This situation is perceived as 
socially unacceptable. We believe our recommended excess interest 
approach is workable, practical and appropriate because it gives 
the pensioners who need it most the use of the inflationary 
component yield on the funds related to those pensioners. 


On the question of cost, we recommend that legislation with 
respect to the excess interest approach apply only to pensions 
based on earnings up to the level of the average industrial wage 
and only to pensions that are earned after the legislation is 
passed. We believe that retroactivity of the excess interest 
approach must be on a voluntary basis. Thus the legislated cost 
will be minimal initially and will increase slowly as employees 
affected by the legislation retire. 


It should, of course, be realized that high investment yields 
are already being put to good use to offset higher pension costs 
caused by inflation, induced wage and salary increases. Thus the 
use of part of the high yield to protect pensioners represents an 
overall increase in pension costs to the employer. I would have to 
say this is the most controversial area. I would not feel we have 
everybody in our organization supporting this, but as a council we 
do support that recommendation. 


Mr. Haggerty: Have you considered perhaps expanding that 
into the areas of the private insurance schemes that would provide 
some form of retirement plans for an individual who over the years 
bought an insurance policy for retirement purposes? I mean the 
indexing of the interest rates over the years. Have you considered 
that in your business tat "all? 


Mreemacksonurriy rsPvery diftirenLte*towm dort "tor“ione.-ywe Fdo 
it for pension plans, where you have a large enough fund to do it. 
For an individual, it is a very expensive thing to set that up. 
What some companies have done, and any company would be prepared to 
if it thought it was worth the effort, is to provide an increasing 
annuity. The facts are that, given an option, people want ail the 
money they can get now. 


Mr. Haggerty: Has Imperial Life ventured into this area 
just recently? 
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Mr. Jackson: I don't know. Some companies have done it. I 
Know Crown Life did it 10 years ago, and I think you could count on 
the fingers of one hand the number of people who have bought it. 


Mr. Haggerty: What about Manufacturers Life? 


Mr. Jackson: We have it, because we are prepared to do 


anything like that if we feel there is a demand. All the evidence | 
Says there is not a demand for that when you are talking about | 


individuals. 


Mr. Haggerty: The reason J. raised. that. matter .is) to wae 
reading a comment from the federal Minister of Health and Welfare. 
Sne was rather critical of the fact that the private sector was 


alte me ———— — - 





Only providing about 14 per cent in the area of private pensions in 
the whole of Canada, which is rather low. She indicated in her 
speech she thought she was going to give them ample time to do | 


something in this particular area. If you want to stay in the 
business, then you should be expanding it and giving better 
coverage in areas of pension. 


Mr. Jackson: I don't Bhink offering increasing 
cost-of-living annuities would help in that way at all. We are 
active in that field, at least as far we can be. 


Mr. Haggerty: But there are individuals who have bought 
life insurance policies that provide these annuities. 


Mr. Jackson: We have seen no evidence that when it comes 
to an annuity and payment, employees would elect for an annuity 
that is increasing. They want a high initial payout and they are 
willing to take their chances. 


Mr. ..,Haggerty:. They are... usually...in, the.sosmall. .business 
Sector. One or two who are in business have probably gone to the 
life insurance area to get some form of pension plan. I thought 
perhaps you might have broadened it out into this area, to include 
the indexing. 


Mr. Jackson: Certainly in pension plans there are a 
variety of ways of handling it if you have a large enough plan. 
Using the excess interest approach is quite a feasible thing when 
you are dealing with a large pension plan. 


Mr. Haggerty: LE you want to encourage individual 
investment, perhaps that is the way the insurance companies should 
be.looking .at it..sYou. were kind, of. critical.of.the CPP.siIn..terms, og 
the funds that are going into this eventually, if they increase the 
premiums or the pensions, what are you looking at? I can recall one 
article..in .the Financial. Post» that..said you.can, almost go ta 
what--Canada pension plan is about $250 billion, with the revenue 
or funding that could be available to government and to the private 
sector. So there is a vast area of capital for investment purposes. 
Since it was incorporated in 1966, if I look at the data before me, 
about 50 per cent of that has gone to government for investment and 
90 per cent has gone to the private sector for investment. 


La 


Mr. Jackson: All I can repeat is that aS a company we are 
very interested in pensions, particularly in the smaller pension 
area. In pensions, we are quite willing to give excess interest and 
increments, but in so far as registered retirement savings plans 
and that sort of thing are concerned, we would be offering that if 
we felt there ‘was “any “demand. “But we’ are not going ‘to go ‘to a ‘irot 
of expense setting up the administrative systems and putting it on 
computers, which is a heavy investment, when everything we have 
seen demonstrates that, given an individual choice with his own 
money, a person always goes for the highest initial payment. 


Me. ‘Damov-s SIf -fimay, (Mr. Chairmany it isiair “to say that 
when it comes to accumulating funds for retirement by individuals, 
the financial institutions--insurance companies, banks, trust 
companies--offer a large number of contracts that recognize current 
high yields and people can buy RRSPs that offer on a one-year, 
two-year or five-year basis current yields. They are extremely 
high. It is when these funds are taken out to purchase a retirement 
annuity that the problem Mr. Jackson mentioned arises. People 
prefer to buy the maximum possible pension right then rather than a 
smaller initial pension that may grow over time in order to offset 
the effect of inflation. These contracts are available on the 
market. It is just that the public has not been interested in them 
and this is why there has not been a larger number of companies 
offering them. 


Mr. Haggerty: I was thinking of the people who bought 
plans some 20 or 25 years ago, before RRSPs came into effect. 
Somewhere along the line there should be some indexing on those. 
When you bought a plan at that time and said you were going to add 
$15,000 or $20,000, when you reached retirement age at 65, you 
would have that money there. That would be quite a sum of money 25 
Or 30 years ago, but now-- 


11:40 a.m. 


Mr. Jackson: Most of those plans are on a participating 
basis. Most of those plans are participating contracts, and as the 
investment yields increase they get dividends on that. So the funds 
are accumulating at a much higher interest rate than was promised. 


Mr. Haggerty: The dividends may run about 3.5 per cent or 
something like that. It is a very low return on it. If you had that 
money to invest today, you could draw in about 18 or 15 per cent. 


Mr." Jackson? I ‘would'°be “prepared to’ argue ‘that,’ 1f the 
chairman wishes to pursue the insurance-- 


Mrs Chatrman: IT am afratd of the ™outcome *and <P" want’ “co 
protect the integrity of the committee members. Seriously, Mr. 
Haggerty, do you wish to follow up on this? 


Moo Haggerty: NO, sit ieis Js )uSt “9a Spotty rchat® hasbeen 
brought to my attention. I thought this was an opportunity to bring 
it forward and see what response we could get. 


Meee Coeltmoan: © "aon t Walt  CO= -nur.y. you aLong. ~ Tt™ “was 
just that Mr. Williams had indicated he wished to speak initially, 
as has Mr. Riddell. I try to keep all members involved here. 
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Mr. Williams: Mr. Jackson, yesterday we had a joint 
presentation from the Canadian and Ontario chambers of commerce. 
One of their spokesmen was Mr. Coward from William M. Mercer 
Limited. On behalf of the chamber of commerce, he took the position 
there waS agreement in some sectors of the voluntary pension plan 
scheme from the private sector that there would be an element of 
mandating the private sector would find acceptable as it related to 
vesting and portability and several other key features, falling 
Short, however, of mandating coverage, which is the real bottom 
line here and which you have already made reference to in your 
presentation this morning. 


I guess you were before us at an earlier time in a different 
Capacity representing your industry. I think you made ae very 
persuasive presentation for your industry on the initiatives you 
are taking to try to develop plans within the private sector that 
would address themselves to some of these shortfalls that have been 
identified in the royal commission report and that we recognize as 
a committee. Certainly some of the initiatives seem quite 
attractive. I think at that time you pointed out, however, that a 
real selling job--I use that in the proper sense of the word--had 
to be made on the public, and that would have to be on the 
initiative of your industry. 


Our concern is, given there is recognition and some support 
for the idea of an element of mandating being introduced, if we go 
that route, exercise that option of leaving it entirely in the 
hands of the private sector, over and above establishing guidelines 
and controls by which you could work, there still would have to be 
some element of compulsion. It is this area of coverage, whether 
there should be a floor established below which no person could 
avoid getting involved in some sort of plan, that is really the 
cornerstone of the PURS concept. How do we deal with that situation 
to allow that flexibility, as well as ensuring there will be not 
only adequate but full coverage for those people in society today 
who, for whatever reason, have not seen the need or desire to get 
involved? How can we more than persuade while assisting the private 
sector, if we exercise that option, to ensure we get the coverage 
we aS a committee feel must be achieved? 


Mr. Jackson: I find this a difficult question to answer; 
This... whole: area,.,,as) 1), say, © I.don'* feel . hasi,\beent& properss 
researched to find out where the uncovered people are and whether 
it is reasonable that they are uncovered. My own personal feeling 
is, yes, there are employers who have pension plans and a number of 
thelr employees are not in the pension plan. That is a much easier 
problem to solve, and I think making these improvements will 
encourage some people to join the plan. As I mentioned, if you have 
better vesting, then young people will. 


The other issue is large areas of uncovered employees. Some 
of them are part-time. I think, with persuasion, most employers 
would be quite willing to include part-time employees as a group. 
Whether those part-time employees would then contribute depends so 
much on their individual circumstances, but the major area of the 
uncovered who need to be covered, I think, lies with the small 
employer. There are uncovered people who don't need to be mandated 
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into a pension plan because their income is low and they will have 
a high replacement ratio with the public plan. Then there are those 
who are supplementary workers and they are relying on their 
Spouse's pension plan to look after both of them and they would 
rather put their money into other alternatives such as RRSPs. There 
are all these various options and I don't think we have a very good 
feeling of what they are. 


Ife ChIk ;,- Vere “ wel®couldmaddress: “thelltquestion@iofiathe «’smakt 
employer, there is a need for an educational process. You can 
Change public opinion on these things, as we found from the 
National Pensions Conference. mMimetact; Purothanks eheinetederal 
government in that initiative of the national pension coverage has 
changed the mood of the nation and made employers and employees 
realize that we must put more of our money into retirement. To have 
Suggested two years ago the proposals your committee has made would 
have not been very well accepted. There would have been a great 
deal of opposition. So there has been a dramatic change in public 
attitude in the last two years. I give full credit to the federal 
Minister of Health and Welfare for that initiative. 


I think we need to get that sort of dialogue going and a 
better understanding of the small employees. I haven't spent that 
much time with John Bulloch recently. We have had a number of 
discussions, but I think we have to talk about that sort of problem 
and try to reach a consensus. If we were able to cover the small 
employers one way or another, I think the remaining problem might 
beersoe:smaiias thatansociety) wouldjesay#h “Okayprawe «don't. want,ato 
regulate everybody in this society and we have reduced the problem 
to proportions we are prepared to live with." 


Mr. Williams: Mr. Jackson, I don't know whether it was 
your industry when you made your presentation or one of the others, 
but in any event somebody suggested there should at least be an 
element of compulsion introduced in the employer-employee 
relationship by compelling the employers to offer some form of 
contributory plan and leaving it up to the employees to decide 
whether they want to keep the money to use now or participate after 
the offer had been made. I guess it is the old adage, the employers 
could lead the horses to drink, but whether the employees would 
actually drink the water or not is another thing again. The element 
of choice is still left there, but there would be an element of 
compulsion at the same time. Was that your industry? 


Mr. Jackson: No, that was the Canadian Chamber of 
Commerce, I believe. 


Mr siwulbrans: 9 Whatidosyou: think of that? 


Moscemackson=: GThat ls, saaupossibleisesolution. «Ie dont know 
whether it's a good idea or not. A lot of the industries, a lot of 
employers, might do it the other way. I believe I am correct in 
Saying it is mandatory, if you join our company, -you join our 
pension plan. 


bin SO ea em. 
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Mr. Williams: You expressed concern about what you do 
with the part-time workers in trying to persuade companies to agree 
to cover them. One of the groups we had before us last week, one of 
the larger retail organizations in Canada, was very Supportive of 
the idea. In fact they are trying to develop a new attitude among 
their part-time workers that they should get involved in some type 
of plan and that they would have no objection aS a company to 
introducing some element of a compulsory plan if they could get 
enough consensus from their part-time workers. They felt it was a 
great thing and they were endeavouring on their initiatives to 
encourage it among their part-time employees, which was somewhat 
different from what we had been hearing from other industries. 


Mr. Riggin: I guess in our industry, Mr. Williams, they 


couldn't make it mandatory for existing part-timers but they could 
for new ones coming in. 


Mr. Williams: Yes. It adds a new dimension to the whole 
matter of dealing with part-time employees and we know it's a very 
difficult problem for us to resolve. It was certainly a new element 
introduced into our hearings: some companies wanting to come to the 
assistance, as they saw it, of part-time workers in that way. 


Mr. Riddell: Mr. Williams has asked the question that I 
would have posed more directly, and that is how does the business 
council specifically intend to encourage the necessary improvements 
to private sector pension plans? You are obviously on the same wave 
length as the Canadian Chamber of Commerce. If you had your 
druthers, you would druther it be applied by the private sector 
rather than have any kind of mandating, but how much time have we 
got to extend coverage for those people who are not covered? 


You take issue with some of the statistics that we have been 
given in that 50 per cent of the work force have no coverage. You 
question that, but the fact remains that a large percentage of the 
work force does not have coverage. We have had industry and places 
of “employment (inv ‘this! country “for \ryears, “so what “doo you vasume 
council intend to do to encourage improvements in~. the private 
sector plans? 


Mr. Jackson: It is not improvements in the private sector 
plans. I don't know if we have statistics, but I would be very 
Surprised if there was any company in the business council that 
does not already have a pension plan. 


I guess in our instance the coverage would have to be among 
all the companies in the business council. I would imagine that the 
coverage 1s well in excess of 80 per cent. The people who are 
uncovered are those that have not met the eligibility requirement, 
Say, under age 25 or something like that, and some companies have 
that sort of a rule that until you are 25 you can't get into the 
plan. There are others that are part-time and I think most 
companies would be willing to extend that benefit to their 
part-time employees. 


I think with the improved vesting, as I mentioned before, 
those young people who are expecting to be with the employer for 
only a short time would then be more likely to do it. 
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Tne uncovered area is a flash. When you say 50 per cent are 
not covered, that is at one period of time. What you want to look 
at is, if this population moves through, how many of them will end 
up with adequate pensions. The fact that a number are uncovered at 
this time does not mean they will not have good retirement income 
when they come out. 


Move Damov :s7S7f£°01 cmay’ itadd #\\Mr.o> Chairman, “omaybe® one’ very 
small segment of the work force of some company members of the 
business council may not be covered because of a deliberate 
decision in labour negotiations to opt out of the company pension 
plan. That has happened in rare instances, but it has happened 
voluntarily. 


Pepas-itlustrativeyrot. «this vproblem,;*twhich, tas Mr..edWackson 
indicated, in our view is very largely concentrated among smaller 
employers because it is an economic problem as to how to provide a 
pension if labour costs are one of the competitive factors that the 
smaller employer has to face. 


If as much money available for present consumption is what is 
of interest to the employee, rather than any portion of these 
earnings to be set aside for retirement benefits for the future, 
consequently an adequate measure of coverage under these conditions 
Cannot be pbprought about only by voluntary means. This confronts 
employers and individual employees with some choices, which in a 
large number of cases would be resolved in favour of current 
Spending rather than saving for the future. 


The question is, how can government provide some incentives 
and encouragement as well as some requirement for this segment of 
the uncovered labour force to come into some pension programs that 
would not impose abruptly some intolerable economic burden on the 
small businesses that are so important generally speaking? What 
kind of phasing in can be done, as Mr. Jackson illustrated, perhaps 
with longer-term employees first? Or it is a question of a higher 
entry wages fore initial eligibility, ors some;iother economic, or, tax 
incentives that would encourage small employers who very often, as 
we all know, are on the brink of surviving in business to be able 
to incur these additional costs. 


It is not so much a question of the private pension system, 
because the system will provide these benefits; it is a question of 
these businesses being economically capable of adding these 
additional costs to their cost of operations. 


Mr. Chairman: ik Suppose when we have a better 
understanding of the nature and extent of the problem we will be 
able to address that problem more effectively. 


Mr. Damov: Certainly. 


Mr. tChadrmansnkT ecamsshop ings: wemceilel sided) ableActompdons that 
before we make our final report. There may be a perception of that 
problem that is not entirely accurate. We may be tending to 
overreact. That is just a feeling I have at the present time as an 
individual, which may not be entirely warranted. I think if we get 
into this area a little more in depth, which I hope to do, then 
perhaps we will have a better appreciation of the problem and how 
to address it. 
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Mr. Riddell: Apart from your appearing before this 
committee to present your brief, what efforts have you as a council 
made in the past to try to improve the pension system in Ontario, 
Or in Canada for that matter? I see you are a council that deals 
with national issues. I just hope your council is not guilty of 
advising MacEachen in the preparation of his last budget. 


In a speech here by Monique Bégin to the Men's Canadian Club, 
she is asking groups like yours: "Come up with innovative proposals 
to solve the problem; get involved with groups that represent the 
business sector, manufacturing; present them with your ideas; 
present them to me at the National Pensions Conference. I am hoping 
for new and inventive solutions. When you put your cards on the 
table, the government will assess your proposals and we will be 
watching to see how fast you act. We have got to move full speed 
ahead because, as I said before, we need action and we need it now." 


Did you people sit down with Monique Bégin and advise her as 
to which route we should be going? 


Mr. Jacksons: Oh, yes, we have talked to pretty well 
everybody in Ottawa, it seems to me, when I think of all the time I 
have spent talking pensions in the last two years. Yes, we have 
talked to most of the main actors in this debate. 


Mr. Gillies: Could you give us some advice as to how you 
got in to see her? 


Mr. Jackson: It is not easy. 
Mr. Gillies: We know that. 
12 noon 


Mr. Chairman: Does that conclude your questions or 
remarks? I wasn't sure whether they were questions or observations. 


Mr. Riddell: Do you realize in attacking MacEachen I 
happen to be on his side philosophically? 


Mr. Jackson: Yes, I noted that. 


Mr. Mackenzie: I was wondering if you see the OAS and CPP 
as a form of social welfare as compared with a true pension plan, 
as one of the previous groups seemed to feel? 


Mr. Jackson: Oh, yes, the public pension plans are quite 
different from private pension plans and they have a wide basis of 
purpose--I am sorry--they are quite different in their objectives. 
It depends on how you define a pension plan. If you say it is to 
provide retirement income, then the Canada pension plan is clearly 
a pension plan. But it is unlike the private pension plans in that 
it involves very large numbers of cross-subsidies. 


Mr. Mackenzie: Do you agree with or see some need for 
some form of income redistribution, if that is the role, in effect, 
the CPP and the OAS are playing? 
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Mr. Jackson: I guess my criticism of the CPP is that it 
to a large extent misdirects the money. Most of the money from the 
CPP goes to the group that has the least need to be subsidized. If 
the CPP were to be doubled today--I will be retiring in five years 
and the sort of subsidy I would get out of that would be quite 
horrendous, whereas the person who is unemployed and who has the 


greatest need for a public pension would get nothing. It works that 
way. 


Mrs = Mackenzie: "I-"have a” bit°>'of “dGifficultyeel happen to 
think there are methods or ways we could get around that. But the 
only groups that I have heard before this committee argue, “If you 
improve the CPP, you are going to be charging more to those who can 
least afford it," and by the same token giving sort of a free ride 
to the higher income people you are talking about. I am always left 
wondering, okay, do you accept there is a need for some kind of 
basic income redistribution, and if you won't accept that, would 
you accept an increased tax on the higher income earners to 
establish a higher floor, whatever the method is? 


I don't get a quid pro quo. You don't get the people who are 
going to pay it. I am talking now about the low-income people who 
are before us, or the unions, or some of the social service 
agencies denying there is going to be an increase. Yet the only 
people who seem to be stressing this point are the very ones who 
are also opposed to some kind of increases or extension of CPP. I 
have to tell you, I am left a little bit cynical about it. 


Mr. Williams: I would like to expand on Mr. Mackenzie's 
comment if I could. I found Mr. Mackenzie was equating the poor 
people with the unions. 


Mr. Mackenzie: In many cases, yes, but I don't really 
question that. That is one of the problems. About 54 per cent of 
people in Ontario who currently qualify for Gains and GIS, in order 
to get by they have to have their combination OAS, CPP and Gains. 
That is 54 per cent of the people who are retired in Ontario today. 
Is their income, in your opinion, adequate? 


Mes haackson: fe you "are" 1 ooking Va tibethene future” wand 
comparing it with the present situation, it is an unfair comparison 
because at the present time very few of the retired have a full 
Canada pension plan. The full CPP has only been paid since the 
Earscror, 0978. 


Mr. Mackenzie: Even if they did, they are not at a very 
high income level, Mr. Jackson. That is the point I am concerned 
with. You made the statement to us that for the working poor--and I 
may not be phrasing it exactly right--on retirement, with their 
OAS, their CPP, their Gains and their GIS, there iS an adequate or 
almost adequate income replacement. A cynic could accuse you of 
saying, "The poor can remain poor." Many of us think that is not an 
adequate income level at all. That is why I am wondering if you 
believe there is a need for some kind of income redistribution. If 
not the CPP, how are we going to do it? With the OAS as a base? 
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Mr. Jackson: I don't think the CPP is the appropriate 
way. First, if you are asking for those people in the lower incomes 
to make contributions, they can ill afford to, and if they are poor 
when they are working they are going to be poor when they are 
retired. They are the people about whom there is a great need to do 
something,:... buts .Ihodon‘dtenthink, »that: ~should #:bes edonest ines abaGanada 
pension plan; it should be dealt with at retirement. The old age 
security and the GIS are the means, but-- 


Mr. Mackenzie: You have no problem with ae substantial 
increase in old age security as the ploy? 


Mr. Jackson: I think there is a good debate as to whether 
Old .agesSCCULItYec0r-GLS 21s. sbhe. «better: wayrcofien goings: Lestharik the 
accepted wisdom today is that most of the money should be directed 
to tnose in need and the GIS is a better way of doing it. The 
contrary argument would be that if you do that, then you will get a 
lot of games being played and you will have the elderly passing 
their houses and a lot of their wealth to their children in order 
to qualify for a GIS sort of thing. You are discouraging a lot of 
people from working after age 65, so the argument for an OAS--we 
have too quickly just said the GIS is the answer. I think there are 
good arguments on both sides. 


Mr. Mackenzie: So I take it, while you may not be wildly 
enthusiastic, that may be one of the approaches you would accept-- 


Mr. Jckson: The biggest problem is the single retired, 
and there 1S a need to increase the GIS to the single retired 
person. 


Mr. Damov: I would just like to emphasize the point Mr. 
Jackson just made, that indeed, whether we are talking about income 
redistribution or not--this is perhaps in my own comments not the 
point I would like to make--we do have a large number of elderly 
who, aS we all know and acknowledge, live on a very small, very 
inadequate amount of retirement income for a variety of reasons. It 
is particularly elderly women who are in this category because if 
the pension system is inadequate today, it was even more inadequate 
25 or 30 years ago when the husbands of these widows were working 
and not accumulating anything. 


The only way to deal with this at the present time that we 
ourselves could be recommending is through an expansion of OAS or 
GIS, because there is an immediate requirement which is a totally 
Separate issue from how to redesign the pension system so that the 
Current generation of middle-aged or young people will grow to old 
age and have adequate pensions 20 or 50 years from now, which is a 
separate matter. 


Mr. Mackenzie: I. think -how fair the assessment or the 
payment of substantially increased OAS is going to be is also going 
to depend on the type of taxation and what one believes is 
progressive taxation. But that has to come out of general revenue 
either way. 


Mr. Jackson: One of the best assurances that people, when 
they retire, have a good retirement income is a strong and healthy 
Society. It is interesting that this discussion is going on in 
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Canada, whereas in the rest of the world the discussion is more, 
"Have we gone too far in trying to redistribute income?" and "We 
have impaired the productive capacity of the country." I think the 
productive capacity of the country is the key to the future 
retirement income. I think that is something that has to be very 
seriously considered. 


Mr. Mackenzie: That is also a perception and argument and 
there are some who would disagree with you. 


Mr. Jackson: There always are, but it is interesting that 
in the rest of the world there is quite a move the other way. 


Mr. Mackenzie: Well, it may be the counter-effect of what 
rsegoing on’ 


Movie iGhairman: We ."don't:.. wanti).tos get p/intos.a. political 
argument here. 


Mr. Mackenzie: What do you think this is, Mr. Chairman? 


Mr. Chairman: I thought you were advocating confiscation 
of one's income from those who would perceive the Canada pension 
plan income as being horrendous. 


Mr. Mackenzie: I have never done that, Mr. Chairman. I 
have just advocated progressive taxation. 


Mr. Riddell: We have heard groups like your own tell us 
that to get the small companies more involved in pension plans we 
should be looking towards government incentives. You made reference 
to tax credits and things like this. Why haven't the insurance 
companies become more involved in setting up a scheme whereby small 
companies could become involved in their own pension plans, 
improving pension plans and things like this? 


12:10 p.m. 


Mr. Damov: We have been involved in this. The insurance 
companies have been offering pension plans to small employers with 
three people, five people, ten people. The difficulty we have had 
has been in making sales. Just within the last year, as I imagine 
has already been communicated to the employers, the Canadian Life 
and Health Insurance Association developed a specially designed 
small employer pension plan, and received the support of the 
authorities, both in Ontario and in Ottawa, for some simplification 
of the administrative procedures and so on, so that we could 
minimize. the hassle.in. the cost ,of this’ and .be able to sell it to 
precisely such small firms. 


The point at which our effectiveness stops is if we cannot 
makeo a’tsale. "That ‘has* been the difficulty and at™ hasbeen, ‘as -I 
attempted to indicate earlier, from the standpoint of the buyer. 
This is an element of cost that he does not wish to incur in many 
instances as an employer, and the employer believes his employees 
would prefer to receive all the money that would come to them in 
current cash, rather than to have three per cent or five per cent 
set aside as a contribution to a pension plan. 
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We cannot effectively make a sale if there is this kind of 
resistance. This has been a problem. 


Mr. Riddell: Do you suppose the government threat of 
Mandating mignt help to sell the program? 


Mr. Damov: It is for the government to decide as to the 
mixture of threat and incentive that is to be used, but some 
requirement or Standard ought to be introduced and some 
encouragement. It does not have to be tax incentive necessarily, 
but that can also be developed. In that respect I am delighted to 
hear you say, Mr. Chairman, that you may wish to focus on the 
Situation of the small employers and how that particular area of 
the business sector can be encouraged to bring more of their 
employees into coverage. We believe that while they by no means 
exhaust the total population of uncovered people, they represent a 
major part of it where something can be done very productively and 
effectively. 


Mr. Chairman: Mr. Bentley had a comment or a question. 


Mr. Bentley: I ‘would like to ‘ask~Mr. Jackson -a_particulax 
question and I cannot indicate the extent of coverage, but it does 
have something to do with coverage. There are many plans which make 
it voluntary for the employee to elect to join. There is no 
compulsion, as you have indicated there is in your plan, for which 
it is a condition of employment. What would be the effect if, for 
instance, the select committee said that where there is a pension 
plan in existence it would be mandatory to open it for employees 
and remove the voluntary aspect that exists now. 


Furthermore, you mentioned something about the flow through. 
The flow through--that is the time between when the individual 
joins the company to the time that he can be a member of the 
plan--varies from plan to plan. We still have plans in Ontario 
where--there is not many of them but there are still some--you have 
to be employed for 10 years before you can be a member. Yes, there 
Still are a few. 


Mr. Jackson: I thought that was against your regulations. 


Mr. Bentley: There are others that put a time . period” og 
about one year. Some are six months and some of them immediately, 
but a great number of them are two years of employment prior to 
joining. Would you feel that this select committee should consider 
eligibility provisions, whether by age and service, or whether by 
service alone, setting one or two years? Would this improve the 
flow through for vesting--I know you have supported it--because 
vesting should be on an earlier base than what it currently is? 


Mr. Jackson: I can only give a personal opinion. 
Mr. Bentley: That is what I was after, Mr. Jackson. 


Mr. Jackson: I would say there is a lot to be said for 
that. To what degree, is the essence of the question. Certainly, it 
would be one extreme to say that if you had a pension plan you must 
Join by age 30. I find it hard to imagine anybody would have 
difficulty with that, but in the private sector there will always 
be one out there who has a aqood case for not doina it. 
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I, myself, personally, would support something like age 
Z25--that you must join by age 25--but you may get far more 
arguments on age 25. In the same way, I think one year would be a 
reasonable waiting period. I don't see why anybody should be 
unhappy with that. 


yee think you asked another question about what I thought about 
making plans mandatory on new employees joining. 


Mr. Bentley: Where a plan is in existence. 


Mr. Jackson: I guess that depends on how you look at a 
company and how you look at this question of union negotiations. 
Some companies don't have one pension plan; they have half a dozen 
pension plans. If you have a plan covering all your salaried 
employees, but your union employees have said "No, we don't want 
that," then that is altogether a different sort of legislation 
than saying if there is a plan for salaried workers, all salaried 
employees must go into it. I think you would have labour 
difficulties, and probably Peter Riggin would have some views on 
that. 


MiCeerpentley co) NO, lo iwasn "ti sthinkingaeonm Chat. polnt.gal "was 
just saying where plans now are in existence or where they may come 
into existence and where they leave it up to the employee to join 
voluntarily and he elects not to join--whereas your plan says it is 
a condition of employment, in effect--do you feel that mandating-- 


Mr. Jackson: This is an interesting question because it 
works both ways. You are saying that is one way of getting coverage 
up. The counterpart of that is you may discourage people from 
putting in pension plans. Our salesmen generally try to get a 
pension plan in, and the easiest way to get a pension plan in is to 
appeal to the selfish needs of the owner. So you say "Okay, put in 
the plan and have a five-year waiting period and age 30 and you 
won't get very many employees in, and most of this benefit will go 
to you, the employer," and that's how you install the pension plan. 
Well, after a while, he accepts that is not a very good pension 
plan and then you ease it down and that sort of thing. If you 
immediately start off with a law, he is going to say, "Yeah, but I 
can't start this for my own benefit. I am going to have to do all 
this." I think this is a problem more with the small employers than 
with the big ones. You may discourage small employers from joining 
if you put in too many rules. That's conjecture, but I would think 
SO. 


Mr. Damov: If I may just add to this, Mr. Chairman, and I 
agree with what Mr. Jackson just said, I imagine it would be 
necessary, if this kind of a measure is to be introduced, which I 
also think may be desirable, to expect to establish some standards. 
If mandatory participation is going to be introduced and if this 
would be a contributory plan and the employer's contributions would 
be credited with 4.5 per cent interest, that may be regarded as 
very undesirable. So it is not just the question of mandating. 
There would be some elements of the plan that also would have to be 
included in the decision. 


Mr. Bentley: I am aware of that. I just wanted to get Mr. 
Jackson's feeling, because I know he's-- 
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Mr. Jackson: I would think there might be some 
Justification from a. practical point vet «view Gihemaybe Making 22% 
mandatory on companies of a certain size. 


Mr... Bentley: I don't know “the. answers. All’ [jjknOwocisis 
see so many documents that come before us saying it's voluntary for 
the employees to join, then when you take a look at the total 
membership, you are lucky to have 40 or 50 per cent coverage where 
there is a possible 80 per cent. 


Mr. Chairman: Thank you very much for those observations. 
Any further questions? We certainly appreciate your taking the time 
Out to come before us. 


Mr. Gillies: sMrvo(\Chairman,  ;ons\a., point” of order, -ertiioe 
some of uS on the committee are at the point now where we are 
trying to finalize our schedules for the next couple of weeks. 
There is still a question mark in my mind, and I wonder if you or 
the clerk might be able to assist us, as to which days we plan to 
Sit next week. 


Mr. Chairman: Could we deal with that this afternoon? 
Mr. Gillies: As you wish, Mr. Chairman. 


Mr. Chairman: Or, you. -can ydeali) with: itionowse Wl Pehink ae 
Might be more appropriate this afternoon,that's all, because I have 
something I am just working out for next Thursday that will be 
Clarified this afternoon. We don't want to make any decision for 
February 1 when the NDP members cannot be here because they are 
otherwise involved. Is it February 5? 


Mrs Gillies: . Yes, Friday, February. (5. 8.But, /I same quite sas 
your disposal on that matter, Mr. Chairman. My only concern is that 
we nave adequate time between the end of the presentations and the 
beginning of the deliberations as we get into the summer to do some 
reviewing. 


The committee recessed at 12:20 p.m. 


Governmer 
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INTERNAT TONAL SROTHERHOOD OF ELECTRICAL WORKERS 
Me. Chairman: Gentlemen, we have Mr. Barry Fraser and Mr. 
en Hamilton from the Internationei Brotherhood of Electrical 
orkers with us this afternoon. Would you like to come torward? The 
rief is exhibit iSi. I am sure you have all read it. Whether you 
ould like to read it or review it, or whatever way you would like 
Siiyandlewsttlricnuplitol you. 


















Me. Fraser: If I can be assured that everybody has read 
it, I won't have to read it again. - 


Mr. Chairman: You may wish to refresh their memories then. 


Me. Fraser: fll right, it will only take 2 second to read 
hrough. My name is Barry Fraser, and I am business manager of 
ocal 105, International Brotherhood of Electrical Workers. The 
ollowing brief. which our local submitted to the committees; shows 
ome of our real concerns within the construction industry. 


Introduction: Local 105, IBEW, represents 2 membership of 
1,300 constructien electricians and apprentices. Dur internstional 
rganization has over @,C0OCG local unions in Canada and the United 
tates whose members work for a multitude of employers. In most 
ases, the employment is for short-term durations, anywhere trom 
one day to a few weeks, in all parts of Canada and the United 


Money-follow-the-man principle: This is the main purpose ot 
our submitting 2 brief and appearing before the committee. As you 
ay or may not be aware, in the construction industry negotiations 
take place on a total wage package basis. In other words, the 
unions and the employers in the construction industry “negotiate 
monetary issues on a total hourly wage package. ince an agreement 
has been reached on the totel wage package, the union authorizes a 
deduction, which is often called a contribution, from that total 
wage package to pay for pensions, health and welfare benefits, 
union dues, et cetera. 


In Ontario our organization has i5 locals primarily in the 
construction industry. Of these 15 locals, approximately LOO ree 
have a registered pension plan. I migent add here that we are 
talking about 10,000 construction electricians. During i976-1379 a 
voluntary agreement among the locai unions in Untario of our 
organization was reached wherein pension contributions by a member 
working in another local union's jurisdiction were returned to the 
plan of his locsi union. Local union 105 does not have a registered 
pension plan, and this is where the problem arises. Where members 
of local union 105 are working in the jurisdiction of another TEBW 
local union, the pension contributions range anywhere from 2S cents 
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to 75 cents or more per paid pour. This money is forfeited by our 
members, due in part to the belier ty other local unions that if 
they reciprocate the money to our memberss they wili have their 
Plans deregistered due to Ontario end federal pension laws. We 
don't know if this is true or not, but it seems to be the argument 
everybody aives. 


AS our members are employed in constructions we estimate that 
contributions have been submitted to various local unions in the 
province over the past several years, which amount to tens of 
thousands of doliars thet heve never been credited to our members. 
For this reason; we feel very strongiy that any recommendations on 
the concept of money-follow-the-man principle should contain some 
sort of provision for retroactivity. I would like to discuss that 
more at iength later. 


Currently; vesting periods in most plans may ranvs anywhere 
from one year to 1G years, and even if the royai comnission 
recommendation number 42 were imelemented reducing the minimum 
vesting periods to five years; the requirement of continuous 
service with an employer or membership in the plan wouute nake it 
impossible for our members who work out of town to ever obtain 
vesting rights, as 2 result of the short-term duration of work in 
the construction industry. 


A typical electrician's employment history could include 
Periods of employment in Sarniay Thunder Bay and Sudbury , 
interspersed with periods of unemployment. It is very possible that 
an electrician couid work in Sarnia one year and not work there 
again for a period of four or five years. Our members work all 
across Canada for short durations and, although it is not within 
the jurisdiction of this committee, we wish to point out that the 
problem is not unisue to Ontario. 


The above is also applicabie where tradesmen cross 
traditional trade iines by working in the jurisdiction of a 
different trade. An example of this would be an IBEM electrician 
who is also 8 caualified welder, who mey at times find employment 
working for an ironworker local union. To my knowledse.s there is no 
reciprocation between other organizations. 


ercO osm. 


It should be noted by the comnittee that the above pians are 
not necessarily employer plans but are plans that are either 
trusteed solely by the union or jointly trusteed by the employers’ 
association and the union of that area. The moneys that support 
these pension plans, which are part of our wage package, are 
decided by each iera@i union in accordance with section 16; page 33, 
of our collective aareement. We have an agreement we will leave 
here with you. In other words, the precedure for deducting moneys 
from the wage sackave will be found in the appendices of earh local 
union--for exampie.s local 105 appendices, page G2, section i000Q, A 
to F. 


In the unlikely event that a construction worker obtains 
vesting rights in a pension plan from another local union as stated 
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in recommendation “42. we feel that recommendation “4 should meke 
provision on temination after vestina rights have been obtained for 
ali benefits to be returned to the individuei; as all of these 
contributions were part of the total wage package. 


Although many of our members have their own RRSP. we would 
support the consensus thet was teken at the Nationnrl Pensions 
Conference in Ottawa last cprings whereby it was generally agreed 
that this money should be transferred to a special locked-in RRSP, 
which is also a position totaliy in line with recommendation 50. As 
we have pointed outs, our individual members working in other 
jurisdictions have for the past seversi years made contributions to 
plans in the jurisdiction of other local unions and this money 
remains in these pians in our mombers names. Since this is the 
[cases we urge vou to include ai provision for the retroactive 
reciprocation of these funds in some form to our members. 


! 
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| Another area of our concern regarding pensions revolves 
around our international pension fund; which is compulsory for all 
members of the IBSEv! in the US and Canada. I shouid say they are all 
jconstruction members. This plan is not registered in Canada. The 
question of registration was raised at our convention in i974 = and 
addressed by our international officers. Their report suggests that 
the problems of revsisteringag this pian in Canada are insoluble due 
to current Canadian legislation. Can this committee investiyate the 
applicable legislation and recommend changes to resolve this 
question? We feei there should be legislation enacted in Canada 
requiring that all pension plans be registered. I have some copies 
of the transcript of our iS74 convention where that was the ruling, 
but nobody could tell either then or even to this day exactly what 
the inadequate legislation is that prevents the pian from being 
registered here. 





Mr. Williams: For clarification, you said your convention 
document indicates that there was no clear reason why it could not 
be registered under Canadian legislation? 


Mr. Fraser: Right. It says: “Your law committee has meade 
a very careful study and spent considerable time in consultation 
with the actuary and found: Within the “A" membership of the United 
States and Canada, it is of vitel importance thet participation in 
a plan be on a compulsory besis. If, in the United States or 
Canada; membership in the pension plan were non-comrulsory, this 
would result in a sharp increase in the monthly contributions, 
further dropouts. and a rapid bankruptcy of the fund. 


“In order to register the IEW pension plan with Canadian 
authorities, the following would be necessary: require a separate 
Canadian trust, separate investments of Canadian contributions, 
amended to include emrloyer contributions, benefits must commence 
no later than ave 70, deletion of the work prohibitions and 
requirement for full Canadian level funding, which woute increase 
the monthly per capite payment sharpiy. Your committee views these 
problems as non-solvable. Therefore, your committee non-concurs.” 


Mr. Chairman: I do not think any problem is non-solvable. 
At least it has never been my philosophy of life. Mayve we could 
have a copy of that. Mr. Bentley, in the meantime, should be able 
to throw some light on the matter before we proceed further. Mr. 
Bentley, would you like to comment on this? 
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Mr, Bentle:: Mr. Frasers when you are taikinge about this 
Plan of the International Brotherhood of Electrical Worvkers;, this 
is the old plan, the employee-pay-all pian. It is taken out of part 
of your union dues. There is no employer-required contribution. 
That is the obstacle for registration in Canada because, under the 
Pension Benefits Act, the employer is required to make a 
contribution to the plan. 


Under the old type of IBEW plan and there are 2 few others--I 
think there is the IBEW, the barbers, hairdressers--these are all 
employee contributions. What they are saying is, if we applied the 
law of Ontario with respect to those particular kinds of plans; we 
would increase -vour liability tremendously because there has never 
been any employer contribution. 


This does create a situation. We cannot under the way the law 
is written at the present time register it because there is no 
required employer contribution to the plan. Under the terms you 
have just read to us,» it is realiy an employee-pay-all arrangement. 


Mreeestrasens Right. So in the same respect when we 
negotiate a wage package and then; as a tnion, we meet and say: 
“Okay; take 50 cents an hour of our wage package and put it in the 
agreement as a contribution to pensions-- 


Mr. Bentley: It comes through as part of your wage 
package and it is @ commitment by yous as an individuals to remit 
that on to wherever it happens to be and there is no connotation of 
an employer-required contribution. 


Mra Chairman: I guess we are going to have to change the 
law then. 


Mr. Bentley: We looked at that very seriously about eight 
or 10 years age. One of the points raised by the actuary is that 
the cost of that plen would rise dramaticelly, Barrys it we imposed 
the current requirements under Ontario law. 


Mr. Eraser: Yhat I fail to understand. 


Mr. Bentley: We would recuire an employer contribution. 
There would be a liability for all things that have happened and-- 


Me, McClellan: You are just saying the law is the law. 
Why is the law written the way it is? 


Mra Fraser: You have to look est this plans for, one, it 
has 2O years vesting. 


Mea Bentley: I know. I know what your plans have. I know 
what all of these heave. 


Mrs Chairman: If you accept the concept that pension 
contributions are deferred wages; then every pension is iO00 per 
cent employee money and, if that is so, why would the law prohibit 
that? It would start now if you adopted that concept. approving all 
pensions. 
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Pia ees er ietetucsaceghebactks \into veohistocyereehittiesw The 
presentations made to the old portable sension comnitter was that 
these kinds of pension plans should better be left by themselves. I 
have a number of rapers I can present to you saying these kinds of 
thinas. I am not saying it is right. I am just sayine this is what 
has happened. 


If the plan was required to be registered under the Pension 
Benefits Act, we could build in legisiation which would accommodate 
the particular situstion you fave. Under our current tiegislation, 
we would place horrendous iiabilities on you; but we coutd build 
legislation that would permit the registration. We couid permit the 
flow of the funds to some location other than Canada. 


We can do all of those things if that was your wish, but 
there hes never been a presentation except to oppose, and I have 
been with the Fension Commission of Ontario for damn near i8 years. 
There has never been until this one now 2 position taken by any 
union to say to us that these kinds of plans shouid be properly 
covered by the Fension Benefits Act. Truly there has not. 


Mr. Eraser: 1 can believe that, but you have one now. 


Mr. Bentley: We have one now. It is the first one and 
this strikes me as rather amazing because, back in our early 
history, the impression was that we should cover them and (the 
opposition was we should nots and this came from the old 
typographers,. from the IBEW; from a number of other places. We 
backed away because of the nature of the plan you negotiated. 


Mose. FPrasecs OF course, as you Said, this goes back 
probably 40 to SG years in the organization; and I can fully 
understand a lot of the developments. It does not change the fact 
that a pension plan is 2 pension plan; whether you set one up 
within a company or a aroup of employees get together and say; “We 
are going to put ¢9 much money into a pension plan." 


Ss 2O_ psaMe 


I think if it is a pension, it is deferred wages. tk< tbe 
something you are supposed to get when you reach a certain age and, 
if there are restrictive things in constitutions of organizations 
that say you will not get it if you are a bad boy; that should all 
be stricken because that has nothing to do with the issue, 


Mra Bentley: I am not arguing the point with you. I am 
just saying historically this is why it has not been covered. I was 
totally amazed when 1 saw you presentation here. This is the first 
time that I have ¢seen-- 


Me. Fraser: I was at that convention in 1974 and at 
subsequent ones. I was at the conventions in i366, 1970, 1374, 
right through, and I can teli you the Canadian membership voted SO 
per cent against the situation here. The argument we gave at the 
time was that if Canadien iaw has to be changed, that is what we 
Will do. We will try to change Canadian law. To my knowiedge, this 
is the first comnittee on pensions that has been in existence to 
take action on the report of the soyvyal commission. 
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Mee Chaicman: I might comment as chairman that it is my 
understendins ovr mandate is to review the recommendations of the 
royal commission on pensions with the object of brinaing about 
pension reform. it that is so, then we are anxious to listen to you 
and the probiems that concern you as we are with other persons. 
Your message should not go unheeded. 


Mee Bentiey: All =I am trying to do is strengthen your 
Position in this, Barrys. but I have not disagreed with you 
historically. 


Mir, Fraser: Right. I am not in any disagreement. 
Mr. Bentiey: I Just wanted you to get the facts before 
the select committee and I head to go into a little history to say 


briefly why it has not been considered before. First of all, there 
never wes pressure. 


Mr. Brandt: I have 2 couple of questions tno get some 


better indication of exactly how serious your problem is, 1 agree 
with you there is am anomely in terms of the wey your pension 
schemes are handied and it gives me some concern. Frankly, this is 


the first time we have had this particular problem brouvaht to our 
attention. 


One of the questions I had was with respect to these 
contributions yor are making when you are working in another 
Jurisdiction, as an example. If you went to my riding of Sarnia to 
work, there is a deduction made of, I think you said 25 to 7S cents 
an hour. 


Mr. Eraser: Fifty cents an hour. 


Mr, Brandt: Somewhere in that ranges say, SO cents an 
hour. What actually happens to that money? Obviously; it is not 
being deposited to your account or to your pension plan in your own 
union as you are in another jurisdiction, but who physically holds 
that moneys where is it sitting? 


Mr. Fraser: that local union gets to keep that money = and 
subsequently, I would say; when there is no wey for them to 
reciprocate it back; it falls in the general slush fun of that 
pension pléen and it increases the pension benefits for the members 
of that local union. That exists right across Canada. My fellow 
member sitting right beside me hes $35,000 in an Alberta pension 
plan which he will never see. If he just took that $3,006 todsy = and 
compounded it untii he was 65 at 14 per cent, it works out to 
something like $€&5.000. 


This goes on in the construction industry right across 
Canada. I know 1 have read most of your report and you have to deal 
with Ontario problems. You have jurisdiction over that. As far as 
extending these problems and meeting with other erovinces is 
concerned, each province will probably have to deal with it also. 
But everybody is being ripped off; in my opinion. 


Mere McClelian: (Inaudible). 


| 
- 
| Mrew Eraser: Oh, yess each local union has its very own 
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| Mew McCiellan: How does each individual local plan relate 
Ito the overall IBEW pension fund? 


fir, -Praser: That por altogether separate. That last 
paragraph deais strictiy with a $10 a month international plan. 
That is not our major concern. Qur major concern is this 50 cents 
and Si an hour that we ere losing. 


Mes MicCvelian: i get it, "okay. 

Mr. Chairman: (Inaudible) high I guess on that. 

| Mra Fraser: Yen dollars was a4 lot of money in 1966. Today 
we do not look at it as being too much money. 


| fires Beandt<*°f thinko Me. Bentley Was aoinsg to say 
something. 


} 





| Mr. Bentley: I want to get into a discussion with Barry 
about reciprocal agreements because that is somethine I am very 
‘concerned with and have been for a number of years. I have been 
unsuccessful in setting it into legislation, but I think there is a 
reasonable opportunity in this coming year to ensure there is some 
type of reciprocal arrangement. At least we can set a minimum. 

| Mr Eraser tertwille’ point fouty “and in =the brief we made 
mention of it; about three or four years ago our organization came 
‘to realizes through reports from insurance companies and what have 
lyou, that action is going to be taken by government if we don't get 
something together towards reciprocation. You have to picture that 
at that time no one is reciprocating money to anyone. 





| Our organization voluntarily got together and said, “OKs we 
‘are going to draft up an agreement and we are going to reciprocate 
the money to 4 guy's home local union. If he happens to be working 
in Sarnia but is out of Hamilton, we ere going to reciprocate the 
money and we are coing to give the locals that don't have a pension 
plan three years to establish one. If they establish one on the 
last day of the third year, we wiil reciprocate the money three 
years retroactive to that registered pension oldie... and., they’ fdrd 
i\for those who set up a pension plan at work. 


| Dur membership, which voted on the pension pian; had three 
votes in those three years; and almost 75 per cent rejected setting 
up a registered pension plan. We used the argument that all the 
money that is sitting out there is going to bee lostiye Lay shouddvesay 
our membership supported increases in the Canada pension plan, 
because by its nature it doesn't matter whether you are working at 
your trade or working eat something else, everything you ray into it 
you eventually get if you live long enough to collect a pension. So 
our organization has dealt with the issue of reciprocation but now 
we are in that unfortunate position. Because we don't have ao plan, 
everywhere our members work they are being ripped of* for large 
sums of money and they have been for many years. 


8 
Mr, Mackenzie: Is Hamilton the only local without a plan? 


Mr. Fraser: No. Local union i785, which also represents 
around 1,200 or i;300, doesn't have a pension plan. 


Mr, Mackenzie: Where is it located? 


Mee Fraser: that is Onterio Hydro. They work ali across 
the province. Thunder Bay doesn't have a pension plan. 1 Van’ 2 just 
goings by memory now. Pembroke doesn't have one. Four or five don't 
have a pension pian. 


Mrs Bentiey: This sort of situation exists in other areas 
too with the plumbers and pipefitters. 


Me. Fraser: I can't really speek for them but I would 
imagine so, because the question of having a pension plan is a 
local union issue. 


Mra  Bentioy: I can't speek for them, but I know it 
exists, the same as it does with you. 


Mes Brandt: On that same theme for just e moment, are 
there any construction trade tinions that do have an agreement with 
respect to reciprocity in terms of transferring back and forth, 
some kind of 8 model you could shoot for as an objective? is there 
anything you know of thet is working in terms of the kind of thing 
you are attempting to bring about? 


Mra Fraser: The organizations claim if they reciprocate 
the money back to us they will have their plans dereaistered. 


Mr. Bentley: I don't believe it. 


Mea Fraser: 1 don't believe it either, but I am saying 
that is what everybody is claiming. Be that as it may. we can't get 
ats 


Mr. Bentley: I know the reason you can't get it. 


Mra Fraser: i know too. We had our first interim meetins 
with an insurance company recently and that was one of the selling 
Points the insurance people had: "Charge @R cents or 56 cents an 
hour and you vet a lot of people in from the east const or west 
coast, so ali the money comes into your fund. When they leave, you 
get to keep the money.” We said that is exactly why we are setting 
up a plan, because we don't believe in that. It is a fact that was 
a selling point used. If you take areas that have a small work 
force with @ massive amount of work, they have to import workers 
from other parts of Canada and even offshore. Those penple who 
aren't members of that local union aren't members of that plan and 
that money stays there. 


e:40_ p.m. 


The whole point I em making here is that it is weona. It is 
deferred wages. it is a part of a wage package, and something has 
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ito be done. I think you could almost have a speciai inquiry just 
into what is going on in the construction industry in this pension 
area. We have nowhere to turn. We have to turn to the Legislature 
for assistance in this area because these people who are having 
money put into these pensions are going to be a liability in their 
old age, and yet there is definitely money all around the province 
and all around the country that rightfully belongs to Lhem. Pumas 
there in their names. in their social insurance numbers; but they 
can't have it. 





) Mr. Brandt: it is not totally beyond the realm of 
possibility that if we could come up with a solution in Ontario, it 
might be one that other provinces would follow the lead on. IT think 
they are looking to this committee and to the royal commission as 
well for some breakthroughs in problems with respect to rensions. I 
find this an intriguing problem. I want to ask Mr. Bentley 
something. We talked about the construction industry in fintario and 
in Canada not having anything that wouid relate to a solution for 
the IBEW. Is there any other jurisdiction that has this kind of 
mobility problem that is addressed? 


| Mr. Bentley: We have a particular situation between 
Quebec and ourselves in the construction industry, Guabec and the 
rest of Canada; as you would be aware. There is not much we can do 
about that because of the law in Guebec, but at least we can deal 
with the rest of Canada. 


I can tell vou that the reason I am not going to be here 
tomorrow is I have to write a paper for examination by the Pension 
Commission of Ontario by next Wednesday on the problems of 
reciprocal agreements between participating locals that had pension 
plans first. And there are lots of problems between those under the 
reciprocal agreements, as you would be aware. There are more 
problems where you do not have a pension plan which the funds can 
be transferred into and out of. That one I have to deal with as 
well. This is why 1 was particulariy pleased when you brought this 
forward. I think the committee has the Co-ordinating Committee for 
Multi-Employer Flans coming up next week some time and this would 
be a good arez for the select comnittee to question the 
co-ordinatina committee. 


I think you are aware, Barrys there is a Co-ordinating 
Committee of Multi-Employer Plans comrosed now of union 
representatives, but the invitation has been extended to employer 
representatives on boards of trustees to become part of the 
co-ordinating committee. That was established last December. They 
Will be appearing before the select committee. 


Mr, Chairman: They will be appearing on Monday morning at 
10 a.m. 


Mr. Bentley: Some of these problems you have raised have 
to be discussed by the select committee before this particular 
Hnotips Abkh Iecannisar pis ethis¢,. the agreements in existence are 
better than any other agreements that exist between prrivate 
employers because there are very few agreements that exist between 
private employers. But you have a heli of a lone wey to go yet. I 
did go to Maui and spoke there and got mad at the union delegates 
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one afternoon. I spoke rather severely about some of the problems 
ali of you are facing, of which I am fully aware. IT am iooking for 
a solution and Tt am know the select committee is looking for a 
solution. 


Mr, Fraser: All through the royal commission reports, all 
the reports I read, they are referred to as employer pension plans. 
They are not employer pension plans. They are union pension plans. 
We decide whether we will have one, we decide what we will pay into 
its and we decide who will be the trustees on it. That is the way 
BtCeis Within Bthe ~constftaction wndustry. It miaht be se jointly 
trusteed plan but; believe you me, if there are three employer 
trustees and three union trustees, the three union trustees will 
call the shots because it is their money. 


If they say to the employer, “We want you to take another 
dime from our wages and put it into the pension plan," the 
employers will do it. And if they says “ble want you to take a 
quarter out of the pension plan and put it back in our wages," the 
employer will do that. He is bound by the agreement. Kho |86Cl tthe 
carrier will be is also primarily determined by the union because 
if one carrier is more expensive than another, then the union wiil 
decide, "We don't want that carrier." So when you make references 
to employer contributions or employer plans in the construction 
industrys I think it is the unions thet run them. 


Mr. Bentley: I know, but under the current detinition in 
law--that is one things but the law can be changed. 


Mr. Fraser: Oh yess Tt suppose in law---the word 
“contribution"--in our appendix, we say “deduction,” because that 
is what it is. 


Mr. Bentley: I am very pleased that you have orought this 
before the select committee. 


Mr. Fraser: We wanted to appear here. We met on Monday 
morning with Mr. Bob Allan, director general of opianning and 
evaluation and liaison with the federal Minister of Health and 
Welfare Monique Bevin. We met him and presented much the same brief 
and discussed with him the probiem as we see it nationally in the 
construction industry. 


But certainly if we could solve part of the srroblem in 
Ontario, that would be a big step, because most tradesmen in the 
province, rather then going to Alberta to work, if they could they 
would like to work either in Toronto or Hamilton. There is usually 
one pocket of employment going on somewhere. 


Me. Hamilton: 4s a ‘further comment on what Barry is 
sayings my own work history within this province and within the 
Dominion of Canada spans almost ali of the locals in the province 
and certainly six out of the 10 provinces. This idea of working for 
short-term durations in other unions’ jurisdictions and the 
obligatory contribution to their pension funds is something that 1s 
very near and dear to my heart. 


1i 


As I says 1 have roughly $3,;GOC that has been for four or 
five years sitting in Alberta. On February i, I wilt ago back to 
Alberta and will be there for six months and orobably make a 
contribution equalling another $1,000. If that was in any way 
obtainable, even as a locked-in RRSP. 1 am looking at a sizeable 
figure at retirement, anda figure that, even with inflation, may 
not be as Sizeabple as the numbers indicate, but would be something 
to look forward te. 





Coupled with that is $3550 locked in in the Sarnia area and 
$780 locked in in Thunder Bay. If 211 of these were being 
reciprocated to a plan or to some sort of a fund that i could hope 
at some point in the future to coliect from, then I have something 
to look forward to at retirement. 


| I regularivy get a letter from 2 rension plan in West Virginia 
which indicates 1 have $47 in their plan in my name. I cannot touch 
it. As it stan's now, if I were to retire simultaneously in four 
different states I would collect G2 a month composite total, and 
the same situation exists within Ontario. 

Mr... Brandt: Mr. Chairman, I was wondering what the 
iposition of someone like Fraser Collins might be; whom I am sure 
you know. 


Mr, Fraser: Oh yes I know Fraser very well. He would 
reciprocate it if he knew ne was not going to endanger his pension 
plan. 


| fir. Scandt: I raise the question because obviously one 
area where there is a great deal of construction riaht now is my 
own riding, thankfully, and there will be a number of IBEW workers 
who will go into that particular jurisdiction, who obviously will 
be making deposits inte their pension plan. I would think that 
would be one jurisdiction where you probably end up with their fund 
gaining from the problem that you are bringing to our attention at 
the moments gaining in the sense that you indicated you had $550 
there, or whatever there is, deposited in their pension plan. 


I would imagine, because of the mobility of the workers 
moving into that ereay, there would be meny thousands of toliars in 
total. What would be the position of that particular union with 
respect to what you are proposing? Do they look at that as a 
windfall.» or are they looking at resolving the problem, as you arey 
in terms of trying to bring about an element of fairness” 


Mr. Fraser: Certainly, no matter which way you look at 
it, it is a windfall. It is pretty herd to say; “We have a couple 
of hundred thousand dollars in our funds that don't rightly belong 
to us and we'd tike to give it back to you.” That is asking a bit 
much of anybody. But the facts are it is there, it is im our names, 
it is not part of the actuarial study that wes done to set up a 
plan} I would hope not anyway. I think that organizations, be they 
lunions or others. should be forced to give it back if it is not 
their money, in some form or another}; and they should be forced to 
give it back retroactively. 


Mr. _._ Haagerty: What 1s the Canadian Lebour Congress 
position? 


ee 
Mr. Fraser: 1 am not familier with the CLC prosition. 
Mr. Hamilton: They do not have anything to do with this. 
Mre Mackenzie: You are not connected with the CLC. 


Mra Fraser: Also they are not involved es heavily in the 
construction industry as we are. They are primarily in the plants, 
and certainly they support the money-follows-the-men principle if a 
guy leaves one pient and goes to another plant, another employer. I 
really do not think the Canadian Labour Congress is that familiar 
with construction industry problems. 


e250 pf .Ms 


Mes Brandt: Can I ask if Province-wide bargaining 
aggravates this problem or may help it? Do you think it is a method 
of making the solution somewhat more achievable? What is your view 
on that? 


Mr. Fraser: 1 know my views on province-wide barcainine. 


Mrs  6randt: No, I did not ask you for your VLE@WS on 
province-wide bargaining. In the context of the pension debate, 


since you are bargaining on a province-wide basis. I suppose I am 
leading you a littie bit-- 


Mee Eraser: lt has not done anything to resolve it. 


Mrs Brandt: T am only suggesting that as a8 result of 
province-wide barcaining, perhaps you could bring in an umbrella 
kind of agreement with all of the IBEW somewhat easier than if you 
had separated bargaining jurisdictions. 


Mr. Chairman: He is asking you to support serovince-wide 
bargaining. 


Mra Fraser: What province-wide bargaining has not done 
for most organizations that were brought into it would-- 


Mee Brandt: Are you sure this is my questions are you? 


Mra Haggerty: Maybe he has a pipeline right through to 
the Minister of Labour. Give him the answer. 


Me. Fraser: We are meeting with him on January Cé. 


Province-wide bargaining has done nothing for those trades 
that were dragged ins kickine and screaming, to resoive pension or 
health and welfare eroblems; because when you get doswm to the money 
and negotiate the total wage packace each of you gn back to your 
own locals and decide what you want to do in that regard. That is 
strictly a local issue. 


I cannot see anything happening in that @rea in the next SO 
years, because one local started 2 pension plan 2% years ago and 
another one started one a year ago and one is jealously suarding 
its eS-year plan: the same applies to health and welfare benefits. 
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If you went to every local in our organization--there are 15--every 
one of them would claim that it hes the best pension plan and the 
best carrier and they heave the best welfare plan and the best 
carrier. It is like comparina apples end orangess like talking to 
four insurance companies at the same time and asking, “Which one of 
‘you has the best policy?” You would never set agreement amone them. 


| Mr. Hamilton: 4s health and welfare chairman for our 
local, I am surc we do have the best. 


Mr, Cousens: I am very fortunate, and I think we all are; 
to be sittina in |= committee where we are receiving a submission 
that is as important as the one you are making: where it affects 
key employees that you have a concern for and we are in a position, 
possibly: to help. The questions It had to ask have largely been 
asked by the gentleman on my right, and I can see the echoes coming 
right across the room where there is a sense of support and concern. 





| I have lost my questions, but I want to make a comment. Mr. 
iBentley has said it, the chairman has said it. We sit in the 
‘committee day in and day out and I just hope that we are in a 
position to do something to respond to the kind of the concerns you 
Mave. “I see “just “two of them: the reciprocity that ic a very key 
‘concern, and the registration if they are totally employee-funded. 


| Mr, Fraser: “nd made to comply with the Ganadian law. 
Twenty-year vestins is unbelievable. 





| Mr. Cousens: I can just teli you that here is one guy who 
is sitting up and paying very close attention and will be following 
it through. I appreciate very much your presentation. 


, Mr. Chairman: That was an excellent question, Mr. Cousens. 
Mr. Cousens: I just had to say it though. 
Mr, Chairman: We appreciate the editorial comment. 


Me, Haggerty: Are you suggesting that you get rid of the 


“international; * is thet it? 


word 
Mr. Fraser: No. definitely not. 


| Me. Chairman: Mr. Mackenzie wishes to ask a question and 
then Mr. McClellan. 


Mr. Mackenzie: I guess three or four of them, Barry. I 
will not aet into the province-wide bargaining that Andy was 
talking about, because having gone through that at areat length and 
having got caught in the meat grinder over Pie veSstibiein ee this day 
get people who are decrying it. I know your organization has from 
day one. I am occasionally invited to building trades groups 
banquets and they tell me it is the greatest thing that ever 
happened, so I have never been able to win on that. 


depends on the amount of work in that area 


Mr, Brandt: 1 


4 
at times, doesn't it? 
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Mr. Mackenzie: No; it does not. There are snme strange 
splits in that damned issue thet I have never been able to 
understand totalir. 


Mr. Chairman: I have never seen you on the horns of a 
dilemna before. 


Mes Meckenzie: On that particular issue, it 1s 2 problem. 
Me, Brandt: 1 enjoy seeing him in that position. 


Mr. Mackenzie: My questions will be meybe a little 
tougher than Mr. Cousens’ because I have some concerns with this. I 
do not think anyvody can deny the case that they are not getting 
their own money back and that we have ao problem. Lt guess my 
questions are probably more to Welis than anybody elses and they 
are for some clarification on where we stand on the issue. 


The only other thing I was going to say generally is that one 
of the problems the builidina trade people are faced with--and you 
can certainly carry your own fights and your own cases--has been a 
tendency until ¢ome of the recent fights within the conyvress, I 
think even in the trade movement level. and it is carried over I 
know in our own caucus in the House, to say, “Her, if they have 
some existing plans; you bloody well do not interfere." They do 
things just a little bit differently and they have always had their 
own arguments over who has the best plan and their own way of doing 
things. 


So it has been a little bit difficult to break new ground. 
You have had some traditions. and some of them I think fre wrong, 
and I aimost gather that is some of the positions you have taken in 
recent years. I do not know whether you are stili head of the 
building trades council provincially or not, but I know that you 
have carried some arguments for some changes. But there has been a 
tendency not to get involved in the building trades bitsiness and 
that has made it a little difficult as well. 


What I am concerned about in the questions that were raised 
with us here, Wells; is first when you say the costs might be much 
higher if this were changed. Can I have a bit of an explanation 
from you on 1t? 


Mere Bentley: Yes. Under the current legislations and that 
is what we are locking at; if there has to be a proper computation 
of the benefit that is available to the individual--wehich remember 
now 15 paid on the basis of whatever you defer on it--it wiil come 
out of the package that will ao into either health and welfare, 
pensions or whatever. The benefit structure is such that there 
would be a liability greater than the amount of contributions that 
you have made historically to the plans what the assets of the plan 
would support. Then we bring them down to the vesting rules, not 
the CO-year rule vou have, but the vesting rules required under our 
law, which is even tighter than what you have, and ours is loose 
enough as you know. Then there is the distinct possibility the 
employee pay-ali pension plans can have a fairly hefty liability 
and somebody will have to start funding that Liability. That is 
with respect to the employee pay-all plan they are talking about 
and of which they are members. 
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Mir,  M“actenzie: Let me ask you a question? Pardon my 
wanting to be clear on this. If 50 cents en hour is the figure, for 
example--it could be any amount that is going into it--wouldn't the 
liabilities or the problems or the costs be the same with that 
whether it is an employee pay-all or whether it is employer 
contributed if it is at the same level” 


Mr. Bentler: I have seen some plans where the retired 
employees have to die before there is sufficient money in the plan 
to buy the benefits to which somebody will be entitled. Those are 
pretty much out of the roads but 1 have seen them in the needle 
trades and so on. 










Mr. Chaicman: But you are telking of money purchase plans. 


: Mr. Bentley: Year-to-year money purchase plans. What you 
ido is try to slate it, not into a dollar amount but you try to 
‘translate that into a figure that will give you, say,» SiG per month 
per year of service. 


Mr, Fraser: Which plan are you talking about? Are you 
italking about the 1BEW international pian? 


Mr. Bentley: We are talking about the IBEW. 


Me. Fraser: That is not a major concern of ours here. We 
were of the opinion that if it just requires some adjustment in 
laws and then it can be registered, then let's get that done. I do 
not know what the actuaries in Washington say in regard to why it 
would, but they teld us it would cost $3 2 month more. Why would it 
‘cost G3 a month more? It is actuarially sound at Gio. 


Mr. Bentley: To comply with the law that exists at the 
dad times it could. I do not know what the figure would be. 


Mr. Mackenzie: In other words; you would requires that 
much more money? 


Me. Bentley: In order to fund the benefit that has been 
promised to them, we could cause an additional cost to be made to 
the plan and each one would have to be determined on tire basis of 
that particular plan. 


Mr. Mackenzie: So that is what you are talking about when 
you say there could be some additional costs? 


Me. Bentley: That's what I am taiking about; yes. 


Me, Mackenzie: You started to refer to this. Is there a 
problem in terms of other plans beina deregistered? 1 gathered from 
your comments thet that was not quite accurate. What is the concern 


there? 


Mr, Bentley: The concern simply is that if vou have a 
registered pension plan and you have built into it a reciprocal 
transfer agreement between locals, when the money goes from this 
local to another locel that has a registered plan; there is some 
control over it. When it goes to a non-registerable plan, then 
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there is a2 concern about the protection of the individuals left in 
that particular local. Whether this is a legitimate concern or not, 
Bob, is something that would have to be determined; but that is the 
base on which it has to work. 


Me. Mackenzie: What you are saying is that you may have 
more outside workers than local workers working and therefore the 
loss of benefits may mean that the local area would mot be able to 
support the project. 


af ams 


Mea bentley: There are s&s number of connotations that have 
to go into it because it i6 goine to a non-registerable pian and 
once--let's take a person where the plan that he is coming from has 
10 years of service as a vesting requirement and there's a transfer 
of that credit to a non-registered plen and that particular pian 
that he left said he was entitied to @ benefit payable to him some 
time in the future and he takes that money and moves to a 
non-registered plan and it disappears and the bucks are gone and 
you don't have that. Now maybe he spent it on a house, but maybe he 
has gone out and bought somethings that really doesn't give him = an 
‘income on retirement, and that is not the intent of 2 sension plan. 
That is one of the arguments. 


Mr. Eraser: I just must comment there that when a 
construction electrician living in Hamilton goes to work in Sarnia, 
even if you reduced the veeting period to one year, our local 
unions within the construction industry don't want that guy in that 
plan. They don't want to have to carry him. He might be there one 
year and the has a vested interest. Now he leaves and he never 
returns there. It's quite likeiy he wiil never return there in the 
rest of his lifetime but he has 2 vested interest in that pian. The 
unions don't want it. That's why for those who do have pensions, 
they set up this reciprocation so that when the money came in and 
soon as it was received by the administretor, it was sent right 
back to that other local. They really don't want to have to carry-- 


Mrs bentley: They don't want to have the administrative 
problem in carrying it. 


Me. Hamilton: On the other side of the coins in a 
Situation, for example, Sernias because it does have 2 lot of work 
at the moment and they do have a pension plan, surely their plan 
was originally set up on an actuarial basis concerned only with 
their members. I have a little difficulty understanding how the 
transfer of funds, which are in effect a windfall to them end due 
primarily to a change in work force, would result in endangering 
the existing plan if it was originally set up on an actuarial 
basis, tied to their membership and without the anticipation of 
(inaudible). 


Mr. Bentley: I am soins to answer that one. The answer is 
that af alluof the. things «that younsaide:did hint. fact mtake places 
there should be nn problem in a transfer out of the money. But this 
is the answer I have received consistently: “Look. it's tough 
bananas. They don't have anything for us to transfer into." I am 
being a little bit more blunt than the way it has come to me but 
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it's tough bananas. “this is a reserve. We can build for our own 
membership and those are the individuels that we are primerily 
‘concerned with, not the transients who come in and out. We are 
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going to use thet surplus to build benefits for our own peopiec.”" 


It is pretty hard to araue wren you can't set aareement 
between yourselves; and this is one of the things I am taking you 
back to. This creates a problem for us. 


i} 





Me. Fraser: When we have during the past three years met 
with verious people in an attempt to set up a plan that would be 
acceptable, we ran into restrictions as to how much oF a 
‘contribution would be necessary to make it actuarialiy sound and 
this was based on a very brief study of our own local. I can see 
your point that certainly the benefits paid froma local that has 
experienced a windfall influx can be higher, but the basic plan 
itself must still be actuarially sound or it couldn't have been set 
up in the first place. 





| Mee Bentley: I am not «arguing ~ that point. 1) wasp, just 
‘'tellina you whet kinds of things have been said to me over a period 
of time. 


Mr. Fraser: The people who make these points are morally 


wrong and they should be legally wrong. 


| 
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Mr, Bentley: 1 didn't say anything about that. I am just 
saying that is a problem that has been before me. Te sam.@9 lade cdyou 
have brought it out in the open because it is something that has to 
be resolved. 


Mr. Mackenzie: You are jumping the gun a bite, NeLSeean - 
think, because these are some of the things Il am realiy trying.to 
get at. Are there any problems in practical terms that you see in 
working out the transfer arrangements? 


Mr. Bentley: Bob, there is one way to do it and this is 
the way I am looking at it end nobody is going to be happy wethwhits 
I think that whet we would have toe do under law is set the minimum 
requirements for any reciprocai transfer Aaareement. Now, you can go 
beyond that if you want in your agreement, but I think we are going 


to have to set the minimum requirements, and this Woute be with 
respect to the principle of money following the man or the 
principle of the benefit transfer and there are reciprocal 


agreements that provide for benefit transfers. These are the two 
major methods of doing this. 


If you want something that will work reasonably wells then I 
am afraid--I had to come to this conclusion--that erinciples will 
have to be set in law which will set the minimum recduirements to 
give you lots of flexibility above that for the richer and better 
plans or whatever; but at least the minimum requirements are going 
to have to be set in law. 


Mr. McCelian: Surely you are just talking about transfers 
from one plan to 2enother pian. When the problem is that there is no 
plan, what do you transfer the thing to? 
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Me. Bentley: Then we have to make conditions. 1% can tell 
you a condition i+- 


Me. Mackenzie: Is this one of the minimum conditions you 
are talking about--that each local would have to have a plan”? 


Mic, Bentley: No. I think’ rf you “want-" to =havet’ at local that 
would say. “Okay, the money flowing in can roll over to an RRSP,” 
then we would heve to say, “You will then establish noncommutable 
RRSFs for your members. As long as they are members of your local, 
you would have to observe the requirements that could not be 
commuted." We would have to set certain requirements with respect 
to it in order to ensure the money that is transferred in is used 
for the purpose for which they were designed, that is; the payment 
of a benefit down the road. 


You could have--in your case that you set out to me--a number 
of transfers made into an RRSP which would give you a capital sum 
at the time you are eligible to retire to be able to go ont and buy 
yourself an immediate annuity. 


We had to consider the transfer to a local that dnes not have 
a registered pension plan. I think there will have to be other 
conditions. 


Mra Erasert What about the nonunion worker? 


Mra Bentley: You can goa on and on. I don't know how far 
you go. 


Mra Frasers This comnittee is looking at the welfare of 
the citizens of Ontario who are having money taken from them and 
put somewhere for them, and they are not going to be able to get 
tz It is a mejor problem. Unless there is a forum--even for those 
people--there are a lot of people who don't belong to unions. I am 
not here representing their case, but their case is a real issue 
out there. They often work and have the same deductions taken from 
them. 


Mr. Bentley: I know. I am aware. 


Mee Haggerty: On the point Mr. Bentley mentioned, what 
are the advantages and disadvanteces of having & registered or 
unregistered plan? 


Mra Bentley: Under a registered plan there are certain 


requirements thet must be met. Under an unregistered pian the 
conditions are what the people who are running it-- 


Mr.  Hageerty: Is there any protection ‘under the 
unregistered plan? 


Mra Bentley: I believe there is. 


Mra Fraser: There is no protection under an unregistered 
plan. 


Mra Bentley: Under an unregistered-- 
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Mra Eraser: We have had members who were members of a 
lumnion for i8 years and drorped out and they just tiesed it all 
goodbye. They are no longer members. 


Mrs Bentisy: In an unregistered plan, but in a reaistered 
plan, there is some protection. 





| Mr. Erager: In a registered plan, there is protection, 
all the way down the line. 


) Mra Riddeil: Should there be such & thing 2s an 
unregistered plan then? 


Me, Bentisy: How do you define an unregistered pian? 
Mr, Haggerty: How do you define a registered olan? 


Me. Mackenzie: Most of the points, I gathers could be 
done. Is it somethina that has to be done legislatively? Is it 
something that, if the will were there, could be done internally? 
They are obviousivy asking us for legisiation, but what I am asking 
you is which would be the easiest way ac far as the government is 
concerned? You are going to need some iegislation to (inaudible) 


Me. Bentley: Can I give you an illustration, Bob? I was 
in Maui on a holiday, but I also attended the International 
Foundation of Employee Benefits program in Maui and I tistened to 
union trustees talking about reciprocal agreements. It ended up 
they were shouting at one another first and then they shouted at 
me, which made me very angry and 1 got up and shouted at them. They 
answered, after listening to a couple of days of discussions in 
various workshops, I had to come to the conclusion, “Look, it isn't 
going to work that way, Bob.” There seems to be in my view enough 
divergence of opinion between locals, no matter where they are that 
some base is going to have to be set by legislation. 


That is the principle I have accepted and that is the 
principle on which 1 am writing a paper for my own comnission which 
will be considere:) Wednesday. Everybody will get mad at me and when 
it comes outs ali the unions will be mad at me; and everybody else 
Will be mad because 1 didn't go far enough to cover unions. 


2210 9.m. 


Mr. Mackenzie: Regardless of whether we are going to 
shout at you or nots what you are teliing me is that the conclusion 
you come to is that it is going to need legislation. 


Mr, Bentley: I think so. 


Mr. Mackenzie: I will go back to Barry then. Provided the 
direction of this committee is that the problems you outlined are 
ones that we should be trying to address as a committees, what kind 
of problems do we run into, or do we run into sroblems--I guess 
this is my caution showing--with any other sections of the building 
trades? 
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Is there something that is really your problem basically, 
with maybe two or three other situations? 1s there anything in what 
you are asking that is going to cause us problems--being very blunt 
with you--with plumbers; carpenters, or anybody else? 


Mr. Fraser: You just heard Mr. Bantley say that the ones 
who have pension plans can't agree on how they shouid reciprocate 
with each other. Those of us who don't have them don’t even count. 
I would stand anywhere and stand up to anyone who tried to argue 
against that moner following that man in any fashion that you can 
make it follow him. If they are doing anything otherwise, then they 
are steeling wages from workmen; and thet to me is dead weony. That 
is deplorable. 


Mr. Mackenzie: I don't have too much of a problem with 
that basic premise. AlL I am really wondering is whether we are 
then correcting an injustice; even if it is only with rart of the 
movement, or are we opening up another can of worms; 45 1 have seen 
happen occasionally. 


Mr, Fraser: I can only speak for our own organization 
which has made it clear to me that if it wasn't illegal--and I 
don't know why it is tillesal--they said they would reciprocate. 
They would just send us a cheque and could just give that money to 
those guys and they could claim it on their income tay or put it 
into an RRSP if they wanted. 


Dur second choice--from reading the federal report last 
spring--was where they talked about some sort of a special 
locked-in RRSP. Vhat would even be a saviour to our people because 
at least it would be theirs and if they didn't gel it, their 
beneficiary would. But we sure as heli don't want somebody else 
getting it. 


Mra _£_-Mackenzie: Some kind of a central pension agency 
would be useful in 2 situation like this. 


Mr. Bentley: Or a locked-in RRSF or whatever you want to 
call it. There are a number of vehicles that could be used which I 
am considering. 


fir. Fraser: You mentioned the differences between 
reqistered and unregistered pslans. There is another significant 
difference. & revistered plan is tax deductible under Canadian law. 
A non-registered pian is not. 


Mr. Bentley: That is right. 


Mee Fraser: So, when they get into those arguments that 
to make the plan ectuarially sound, it is going to cost Se or $3 
more or whatever, now at least they will be tax deductible and you 
are guaranteed you ere going to set it. 


Mr. Bentley: If you can put it into an noncommutabie RRSP 
and the rollover. then you escape that. 


Mr. Frasers Yes. All the plans are registered plans 
except for the ones that are run by-- 
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Mr. Bentle:: Could I carry this one steo further, Barry? 
(It is not only a situation in Canadées as you know. Lie atin oki. you 
imentioned that you have wurked across the border and many of you go 
to Athabaska;, to Vancouver, to various places across Canada: and 
you know there are reciprocal asareements between recistered olans 
in various places now. They are workings reasonably well but 1 don't 
fener theyehare “workingyaate’theveffierency+itrisypossibie to work 
with. I work with cvan Evans and @ number of other penrle across 
Canada. Whether you agree with Evan or not is-- 





| Mr. Fraser : I can only speak for our organization. Our 
lorganization works well across Canada. There is a difficulty 
between the states because now you are talking about intern=tional 
laws of reciprocation-- 


Mr. Bentley: It is the same principle. 





Mr. Frassr: I aot a letter just yesterday from a local in 
‘British Columbia where one of our members was working. i didn't 
even know he was there. They wanted to forward his pension funds. 
They wanted to know the address to forward it to. I just told them 
to send it to our office address and when I get it I wili give him 
the cheque. 

| Mir. Bentley: That is one of the probleme with an 
unregistered plan. The guy is having payments made; usually it is a 
number of cents per hour that the employer forwards to the union 
where he is workine. Under the reciprocal agreement: that money 
comes back to vou. but then it is lost to the individual if he 
‘takes it out and blows it on a new car. It doesn't meet the concept 
of income replacement at some time in the future. 


Me, Fraser: it goes back into the economy at least. 


Mr. Mackenzie: Unfortunately: one of the things that has 
been coming through loud and clear is that if we are going to get 
some basic pension plans--I am talking now over end above the CPP 
and OAS arrangements we have--there is going to have to be some 
comnitment to whet the intent is; and that is to build some kind of 
a pension arrangement. 


| Me, Hamilton: this idea of a noncommutable RRSP or ai fund 

of that sort. where it is locked in until age of retirement and 
must be used for the purpose the pension money was deducted for, 
seems to me to be a reasonable idea. At least, once agains it comes 
back to the individual and he will eventually benefit from it. 


Mr. MeClellan: If that is saleable to your membership y 
because that locks yoy, as a local, into having #2 plan. My 
understanding is that we are into this jackpot in the first place 
because of a demorratic decision of the members of your local not 
to have a plan. 


Mra Frasec: Not to have a private plan. We support the 
Canada pension plan. 


Me. MecClelian: I understand that. 


Mr. Fraser: If they wanted to double that tomorrow, we 
would support if. 
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Mr. Mctlelian: Precicely. You have made a2 clear political 
choices, im a senses and a pension choice. You are sayings “We want 


to go this route. #e do net want to go that route." “And everybody 
else is going in the opposite directions and you are sayings "Well, 
what kind of protection do we heve as a minority?" The solution 


that is being Put forth commits you to having your own plan. That 
is what a noncommutable registered retirement savings plan is. 


Me, Hoemiliton: Sut that can be on an individuai hasis, can 
tenets? 


Mr. Bentley: There has to be some vehicle for that money 
to flow into and be held for the purpose for which it wes desianed. 


Mra McCisollan: Surely, since we are in the realm oF 
Private plans and private choices, the solution should not involve 
a compulsory privete plan. 


Mr, Bentley: It does not have to. I do not think. 


Mr. McClelisn: I have not heard the part of the solution 
that permits the money to be transferred from a registered plan in 
another locel back directly to the individual. 


Mire Eraser: there is a simple solution. Everybody agrees 
that it is part of wages; whether deferred or now. If you get the 
money now, the edministrator who took it from him in the first 
place issues 2 T-4 slip with the checue, and that person then, who 
does not belona to @ plan, can either put it into an RRSP, or he 
can spend it. Many of our members, because we do not have a plan, 
put the maximum amount into an RRSP, which is good for them. 


I do not want it to get lost in procedural metters that, 
because it is ton complicated, we cannot do anything about it. The 
money belongs to that worker. That worker should get it. If you can 
devise a way that it goes into a locked-in RRSP. I do not think 
there would be too much objection to that. On the other side of the 
coins if you cannot, there should be something where tie gets his 
money back. 


Mea Chairman: We do not see the problem as insoluble, Mr. 
Fraser. 


Mra Eraser: 1 certainly do not either. 


Mra  Mactenzie: One final question: It thas realiy been 
partially answered but I just wanted to be clear. I take it also, 
from your own remarks, that your union's position is that one of 
the issues you are not at odds with the Canadian Labour Council or 
the Ontario Federation of Lebour is the idea of improving the CPP, 
or the basic pension. 


Mr. Erasers We are 1060 per <centeerin “support of “thet. We 
are 10C per cent in support of the CLC--our local union is. 


Mra Mackenzie: And two or three others that I know. 
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Mr. Bentiey: May I ask or make an invitation--1 told = you 
ithat I am very interested in this; and I have never hada 
peesentation from the International Brotherhood of Electrical 
Workersy or ever had an opportunity to talk to you because nobody 
‘has ever come forward. My telephone number is SE3-0527 and Tf would 
‘like to meet with you and your representatives to discuss some of 
|the things that 1 am looking at. 


' Mr. Chairman: What days is that phone answered, Mr. 
Bentley? 
| 

Mr. Bentley: I had to get that one in because this has 
|been a baby of mine for a tong time. 





| Mee Chairman: And you are going to have an opportunity to 
jrock it. Any further questions; gentlemen? 


| Tf mot, thank you very much. It has been 2 vary worthwhile 
dialogue that we have had this afternoon. We appreciate your 
‘bringing this matter to our attention. 

| 

Mr. eraser: We certainly appreciate the opportunity of 
appearing before vou on it. Now we leave it with you. 


COUNCIL ON AGING, SOCIAL PLANNING COUNCIL OF OTTAWA-CARLETON 


Me. Chairman: The second delecetion this afternoon is a 
Mr. Henmer ; deputy chairman of the Council on Aging, 
Ottawa-Carleton. Would you like to come forward, Mr. tianmer? The 
submission has just been distributed as exhibit 173. 
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Me, Hanmer: Thank yous Mr. Chairman. Pernaps before I 
deal with the submission proper, a couple of words about the 
Council on Aging of Ottawa-Carleton might be appropriate. 


It's a body that is somewhat distinctive in Ontario. There 
aren't too many composed as is our council in Ottawa. It has about 
3S or 36 members. Gne third of these are senior citizens. One third 
are service providers, such as doctors, nurses; social workers, 
librarians; and other professionel people who cater in VAP LOUS WAYS 

to senior citizens and the remaining third is composed of 
interested persons from the community who may be senior citizens 
but some of them are not. We are not a group composed wholly of 
senior citizens. I wanted to make that point especially since on 
this whole issue of pensions, though a good desi. nF the 
consideration is applied by the aqeneral public to senior citizensy 
we realize that it is equally important to those who ere @&5, 30, 40 
or 50 years of age as it is to those of us who are retired. There 
has been some input from this segment in our discussion of this 
matter. 


ire eaiaivans: Sornvevo ne Hanmer » I missed the number of 
members you had in your council. 


on. 


Me, Hanmer: There are 36. It has been in existence seven 
years and it seems to serve a very useful purpose. It iddbes!> noe 
duplicate what the senior citizens organizations themselves do. It 
is largely an organization for sromoting new programsy for Liaising 
with the local authorities and generally giving resource supsort to 
senior citizens. When a program is launched and operating 
successfully, within a couple of years it is handed over to a group 
of seniors themselves to look after. So it is not an ongoing 
operation in terms of operating programs for seniors. 


Mr. Williams: So you consider yourselves as sort of an 
umbrella group? 


Me, Hanmer: Yes, to a very laraqe extent. We have 2 
separate senior citizens’ council which operates and is composed 
wholly of seniors. 


Os a representative of the Ottawa-Carleton Council on Aging, 
I am pleased to present our council's views on the pressing issue 
of pension reform. These are based mainly on the report of the 
Royal Commission on the Status of Pensions in Ontario and the first 
report of this committee. We also had an opportunity of examining 
the possibilities that exist for pension reform through our 
participation in the National Pensions Conference Lact ¢pecirna. 


We believe that we are at a vitel stage in the process of 
reform. This opportunity must not be allowed to pass through the 
failure of provincial or federal governments to agree. A great deal 
of work has gone into reviewing retirement income arrangements in 
the very recent past. It is our view that we are rapidly 
approaching the end of the study period and specific action should 
now be the prime objective. 


The order in which we refer to the various elements in this 
complicated scenario will be basically in the same orcer as they 
were dealt with in the royal commission report. 


Government retirement income programs: The base income of 
retired persons in Canada is the old age security together with the 
guaranteed income supplement and the Gains benefits provided by the 
province of Onterio. Unfortunately; these programs have failed to 
fully ensure that all senior citizens have incomes which are 
generally acceptable. They have been particularly unsuccessful in 
ensuring income ievels which equal the low income cut-off or basic 
poverty level established by Statistics Canada for unalitached old 
age pensioners of which group women form the largest rart, 


We therefore support most strongly the recommendations of 
this committee in its first report that calls for urgent attention 
to the need for immediate action to aid the elderly singic. 


Guestions heve been raised as to the best way to do this. 
Should the universal old age security pension be raised or should 
it be done on an income-tested basis through the guaranteed income 
supplement or the Gains benefit? We support the maintenance of 
universality in the basic pension and strongly recommend the 
implementation oF increased payment levels under the guaranteed 
income supplement immediately. We commend this committee for its 
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recomnendation that until changes can be made to increase the GIS 
as advocated, the covernment of Ontario should increase without 
delay the Gains payment to single persons to bring tham up to the 
adequacy level of available income. 


We reject recomnendation 14 of the Haley ceport which 
proposes phasing out the spouse's aliowance program. We agree that 
the spouse's allowance makes provision only for a select group of 
persons between GQ and 64, whereas adequate financial provisions 
should be available to all persons in this category. We wish to 
point out that when meetings of seniors are held in COttawe where 
the subject of retirement income 1s discussed, the loudest protests 
have come from women between 60 and 64, most of; whom find current 
assistance from Onterio totaily inadequate. 


They enjoy none--I would change the word “none’ to "few" 
because they do have the benefit of low-income housing at age &Oy, 
$0 it is incorrect to say “none.” So would you please change that 


to "faws which is nearer the truth? They enjoy few of the 
additional benefits which accrue to those over 65. Yet their 
income, even by the standards of old age pensioners: is Sr tir .y 
low. 


| We recommend, thereforey thet it is an upgrading of standards 

for those presently outside the provisions of the spouse's 

allowance program that is required, not the abandonment of 42 
program that contributes positively to the wellbeing of old age 
pensioners with younger wives and their widows. 


Canada pension plan: Present benefits under the Canada and 
Quebec pension plans are established at too low a level. This came 
about undoubtedly phan the plans were being developed in the 1960s 
when it was the hope of the Legislators that voluntary private 
pension and retirement pians would make up the leeway. and thus 
ensure that Canadian could retire with reasonable incomes that 
would help them to generaliy maintain their pre-retirement 


standards of living. We ali know the voluntery private pension 
system has failed to do this. 


Plans to cover the majority of paid workers never 
materialized. More than 60 per cent of ali Canadian workers are not 
presently covered by any private pian. Even those that do exist 
serve the majority of their participants poorly; if one eycludes 
the plans for government employees. There jcmieatLack sot mandatory 
benefits for A surviving spouses and this contributes in no sm211 
measure to the very large number of women over 65 who jiive in 
poverty. Another sad part of the fawlurecoriecne private system is 
that many employrecs find themselves with no real retirement 
benefits. Their contributions are deducted every Pay day. When they 
leave the employer they receive back their contributions with 
minimal interest; and! are, often, Wocse off than if they had 
deposited those contributions in a savings account. Our council, 
therefore, is o7 the opinion that any attempt to develnos mandatory 
private pension plans would flounder and leave the retires in 2a 
position no better than that which exists today. 
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& propossl from the Haley commission for a provincial 
universal retirement system is likewise, in our views, an inadequate 
answer to the overall problem of providing benefits for all 
residents of Untario. We reter in more detail to the PURS proposal 
later in this report. It is our view that the expansion of the 
Caneda pension pien is simpler and is generally more effective and 
efficient than FURS is likely to be or than any mandatory private 
coverage could tbe. We, therefore, recomnend the doubling of Canada 
pension plan benefits with commensurate adjustments in the 
contributions to make this possible. 


Such a process is, we believe, fully compatible with the 
philosophy of government intervention in the affairs of the work 
force in Canada for many years past. We have compulsory workmen's 
compensetion programs, national universal medicare system and the 
unemployment insurance program. Cre allows pooling oF 
contributions, which spreads the risks and uncertainty of old age 
and, very importantly, allows for flexibility in meeting changing 
retirement income needs in the future. We believe that expansion of 
the Canada pension plan could achieve the required goal of future 
satisfactory retirement incomes for those now in the work force 
without imposing too heavy a load on low-income earners and those 
With young families and high mortgages. 


In recommentiinge expansion of the Canada pension plan, pe a 
necessary to preter to the criticisms that have been directed 
against the investment processes of the Canada pension plan up to 
now. Fears have been expressed about the effects of adding to this 
pool of money without revising the arrangements for the investment 
structure of the Canada pension pian. We propose to address 
ourselves to this aspect very briefly, but before doing so wish to 
refer to some other elements in the Canada pension pian we believe 
should be changed when the whole pension question is in @ state of 
flux. The points we wish to make are: 


Ls. The government of Ontario should go along with 
recomnendation 52 of the Haley commission that an amendment should 
be enacted so that the child-rearing drop-out provision as now 
legislated can take effect without delay. 


2. We do not agree with recommendation 33 of the comnission's 
report that survivor benefits should continue to be aprroximately 
60 per cent of the pension benefit of the decreased contributor. We 
read every day of the distressing poverty situation of Canadian 
women Living in retirement. Most of them are widows and part of the 
reason for their poverty is the inadequacy or non-existence of 
survivor benefits in current plans, including the Canaca pension 
plan. We therefere recomnend that the survivor benefits should be 
increased to at least 70 per cent. 


3. We concur with recommendation 36 that the earliest age of 
eligibility for CPP retirement benefits should continue to be 65. 
In view of the many moves in the direction of abandoning €5 as 
compulsory retirement age, we recommend that the question of Canada 
pension plan retirement benefits being paid to persons over 65, 
even though ther may be fully employed, should be re-examined. 
Currently the choice is with the individual and there may be some 
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situations where this makes sense, but in the majority of cases, it 
would be preferable, we believe; to postpone eligibility for Canada 
‘pension plan benefits until full retirement takes effect; or in any 
|}case at age 70. 
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| 4. We support the proposal for amendments to Canatia pension 
plan to provide more effective, less complicated and less 
time-consuming procedures for appeals. 


) 5. The indexing of Canada pension plan benefits to the 
consumer price index should continue. The possibility of quarterly 
(indexing, as in the case of old ace security and the aquaranteed 
income supplement. should be explored. Many CPP recipients are in 
'an income position comparable to that of GiS recipients. 


Effect of increases in Canada pension plan on economic 
lactivity: As stated in your first report, critics of the proposal 
|to double Canada pension plan involvement argue that the effect on 
-economic activity in the country could be serious. This is based on 
the fact that present private pension funds provide & considerable 
source of funds for business development and mortgage financing. 
These, it is claimed, could be severely affected by the diversion 
of money to government control brought about by increases in Canada 
pension plan contributions. Without changes in the manner in which 
|) the accumulated funds are utilized, this may well be true, but it 
is surely not beyond the capability of our economic and financial 
experts to devise a way of counteracting such an adverse effect by 
channelling the additional funds into the private sector. 





The Haley commission, in recommendation 30, makes suggestions 
for changing the investment structure of the present Canada pension 
plan. No doubt a great deal of thought went intn this 
recomnendation. The objective is not an easy one to attain. If, 
however, there is real determination on the part of our politicians 
to do what is best for all future retirees by doubling the Canada 
pension plan, surely the problems of utilizing the increased funds 
‘can be solved even if existing funds remain as at present. It is 
true that when CPP was being developed initially in the 1960s, 
sectional or previncial self-interest was very much to the fore, 
when governments spotted the potential that existed for access to 
substantial funds for public works projects and the like. 





We have a right to eypect a less selfish approach by 
governments in respect to any additional funds that might accrue, 
and a greater resolve to do what may be best for the country as a 
whole rather than te be concerned solely with local or sectional 
political interest. Together with the greater fund of experience 

that has been gained of the last 16 years and the opportunities now 
afforded our experts in this age of computers, surely it should be 
possible to establish an acceptable pattern for the utilization oF 
the increased funds in the Canada pension plan to the benefit of 
all, including the private sector. 


Employment pension plans--provincial universal retirement 
system: As we have declared in favour of increased coverage under 
the Canada pension plan, it will be clear that we do not favour the 

adoption of PURS. There are a variety of reasons why ihis is so, 
some of which are: 
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1. Why have two mandatory plans? We already heave Canada 
pension plan, which, as far as it goes; serves empicyees well. 
There are minor adjustments that are desirable and, of course; the 
coverage should be extended. but is it wise to introduce an 
additional pian with all that entails, when a relatively simple and 
straightforward plan already exists? 


ee. Defined contribution or money-purchase plans such as PURS 
have not found favour in Canada for many years. This 1s because 
they do not have the capability of matching benefits paid under 
defined benefit plans for the majority of recipients. They do not 
normally reflect the impact of inflation such as has occurred in 
recent years. Employees under defined benefit plans also know what 
to expect. 


3. PURS would take a very long time to mature. Consequently, 
it would leave miliions with inadequate pensions for up to & years 
and more. Expansion of the Canade pension plan could offer adequate 
pensions in a shorter span of time. 


4. An impression is created by the tone of the Haley report 
that the PURS plan may well have been evolved in some measure from 
a desire to find a means of ensuring that accumulated pension funds 
are directed into the private sector. Having started from this 
premise, the processes or mechanics of the scheme were then worked 
oO It is our belief that if proper emphasis were given to the 
need for additionel Canada pension plan funds to be funnelled into 
the private sector, given the will of government to do this, the 
same result could be achieved without duplicating the 
administration to orerate a new pension plan such as PURS. 


5. The adoption of PURS would create resl portability 
problems for anyone who took up employment outside of Ontario. We 
are not encouraged to believe that many provinces would be prepared 
to adopt parallel schemes to PURS. On the other hand, Canada 
pension plan is fully portable anywhere in Canada. 


&. The provision for all workers to hold individual accounts 
through their workine careers and to invest in mortgage funds; 
equity or other financial vehicles; including provincial bonds, 
gives the impression of being a very democratic procedure. In 
practical terms, 2 areat many of the insured may have serious 
difficulty in making the choices open to them, just as those 
fortunate enough to have money to direct into RRSFs have difficulty 
in choosing today. Canada pension plan is a co-operative rather 
than an individusl-oriented system. In our view, it is likely to be 
more equitable to all those involved by catering to the average 
worker in amore efficient manner. 


Should the proposal for the doubling of the Canada pension 
plan be approved, it would, we realize; substantially reduce the 
need for private pension plans in the future. However, it is likely 
that some private pension plans will continue to function. Should 
the eventual decision not favour either expansion of CPF nor the 
adoption of PURS; then the need for better private plans becomes 
very important. 


es 


| Without going into great details we wish to support certain 
recomuendations in connection with vesting, et cetera, that should 
be considered for implementation in any pension provision: 


(a} The minimum vesting for e211 employment pension plans 
should be one year after age 25. 


(b) The recomnendation in this committee's first report that 
any refund on the termination of employment of unvested employees 
be equal to at least the contributions made with interest 
calculated at one per cent below the annualized rate paid by 
chartered banks on non-chequinga accounts is a good one. 
| (c} The recomnendations of this comnittee in connection with 
increased portability of benefits as shown on the bottom of page i3 
and on page 14 of report number one deals with this matter in a 
manner which our council regards as equitable. 


| (d)} On the question of full disclosure by pension plans to 
plan members; we note recent changes calling for major disclosure 
requirements and support the ides that all provinces should develop 
disclosure requirements that are uniform and make available all 
reasonable information to the employee as to his or her position 
and the status of the plan. 


| (e) We support the view that the Pension Benefits Act should 
be amended to require that employees be allowed to choose at least 
one member on the body which directs the affairs of the plan. 


| (f) Persons intimately involved with pension plans have told 
us that actuarial reports required from time to time can vary 
substantially with the individuel actuary or firm of actuaries. Wey, 
therefore, support strongly the idea that regulations should be 
amended to provide actuarial reporting in compliance with 
‘guidelines which will be set up by the Pension Commission of 
Ontario. We further support the idea thet the Canadian Institute of 
Actuaries should be asked to undertake, in collaboration with the 
Canadian Institute of Chartered Accountants, the development of a 
standard form of actuarial evaluation balance sheet which will 
provide more meaningful information as to the funded status of a 
pension fund for tiisclosure to employees. 


(g)} The following statement appears in the commission's 
report: "At present; no clear ranking or priorities for claims is 
set out in the Pension Benefits Act or its reguistions. The 
commission advocates a clear statement of these prinrities and 
endorses the principle that the basic benefits promised at the time 
of retirement to those who have fulfilled conditions for retirement 
under the plan should be provided for without reductions whether or 
not the plan is funded and before any other allocation is made.” 
This principle for determining priorities when a pension plan is 
wound up is fair and equitable and is supported by our council. 


(h) Though we do not support the adoption of the PURS plan; 
we believe that the reference in recommendation 105 to the use of 
unisex tables <¢o that all annuities--money-purchase plans, 
RRSPs--paid under pension plans will be calculated without regard 
to the sex of the annuitant, is a forward-looking recomnendation 

and one that should be applicable to all annuities. 
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Inflation and retirement income: Income from old age security 
pensions, the guaranteed income supplement and the guaranteed 
annual income system benefit should continue to reflect the 
increases in the consumer price index which is the recognized 
measurement of inflation. Examination of proposals, both in Sritain 
and in Canada; for a separate index for those living in retirement 
has indicated that little or nothing would be gained by introducing 
such a new index. The difference between the present consumer price 
index and the proposed new one would be very minimal indeed. 


In our view; the inflation tax credit proposed by the Haley 
commission. though a sincere attempt to develop 2 device that might 
protect all retired persons from infletion to a degree is, we fear, 
unlikely to be cenerally acceptable. In Ottawa, for example, the 
proposal appears to have been received with some suspicion by those 
whom it is intended to assist. This stems from the accompanying 
deletions as outlined in recommendation i37 of the commission. 


These call for the eliminetion of the present tax exemrtion 
at ase 65, the deductions for pension and annuity income and the 
proposal to tax e211 income no matter from what source it i6 
received. Examples of the latter are workmen's compensation and war 
disability and death pensions. It seems probable that the old adage 
applies here, namely, a bird in hand is worth two in the bush. We 
note that the select committee also has reservations about this 
proposal. 


Suggestions have been initiated in some quarters that in 
order to treat everyone alike, those plans, especially government 
employee pension planss which are fully indexed at this time, 
should cease to provide such indexing. We are completely opposed to 
these suggestions and believe that instead of sxceling down 
inflation compensation to the lowest common denominator of mil, we 
should strive to upgrade the status of those who now have little or 
no indexing. 
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An interim measure which will help some may weil be excess 
interest over reel returns as described and supported in the report 
of the select comnittee dealing with inflation protection for 
employer pension plans. The real answer, and one that is fully 
equitable to all members; £6 to be found in our basic 
recommendation to double the protection afforded under the Canada 
Pension plan, for that plan is already indexed. 


In conclusicen, the following is a quote from the summary 
report of the royal commission, page 83: “Increasing the CPP is 
advocated by many as a quick, efficient; and politicaliy feasible 
answer to a number of perceived needs for retirement income. The 
comuission has examined and rejected this option. The greatest 
weakness in such an approach lies in the economic consequences for 
the future. Increasing the moneys available to government for these 
Purposes could serve to fuel more inflation. If changes can be made 
to allocate the savings into capitel investment; an increase in 
saving could result in real growth in the gross national product. 
However, mechanisms do not exist for controlling the use of savings 
in the CPP over the long run to ensure the use as capital 
investment funds." 


Si 


We question the logic of the preceding comment regarding the 
jdack of mechanisms to ensure the use of CPP funds for capital 
investment. True, the current position in regard to Canaca pension 
plan funds is one that it is likely to prove very difficult to 
adjust because of the situation created when the pian was launched 
‘in i965. This does not have to be the case surely in resrect to the 
ladditional funds which will accrue if the recommenvation for 
doubling the Canaca pension plan is adopted. 


| It is difficult to accept that our governments. both federal 
and provincials could not find 2 way to achieve the objective which 
the commission considers desirable, if the political will to do so 
‘is there. In this age of electronic mervels and compiters that 
speak and listen it must be possible to devise a means of tunneling 
the additional funds accruing from a doubling of the Canatia fsension 
plan into channels which would resuit in real growth in the gross 
national product. 

| Thank you; gentlemen, for the opportunity to present our 
|\views on these important issues involving beth those currently 
living in retirement, and those miilions who will cratire in the 
ifuture. 


| Me, Chairman: Thank you very much, Mr. Hanmer. I must say 
‘that was a very well-constructed brief and very instructive as 
well. fre there questions? 


, Mr, Van Horne: He could also give some reading lessons. 
He read it very weil. 


Me. Chairman: Yes. Are there questions for Mr. Hanmer? 


Mr. Van Horne: Could I ask just one question? I am 
showing my lact of experience on this committee as a new member but 
‘on page six in the infletion and retirement income section, the 
second paragraph of that section, I am just wondering if either you 
or Wells Bentley could expand on this a little tno help me, 
particularly in reference to the elimination of the deductions 
for--I better back up here a bit. The workmen's compensalion area, 
the war disability and death rensions; those are the areas I would 
blike a little clarification on. I would ask either one of you. 


| Me, Hanmer: 1 could do it very roughly. Maybe Mr. Bentley 
has more specific facts. 


Me.  Chaicmans: it is your brief. We would appreciate 
having your responce. 


Me. Hanmer: Basically, the plan Was to provide an 
exemption that would escalate with the increases in the old age 
pension and Canada pension plans and would be tied to an index 
which would mean that a certain sum of money would be myempt every 

year and this would escalate. The figure quoted in the report was 
that Somewhere in the neighbourhood of up to $26,000 would 
eventually become exempt from tax under this proposal. 


That is a very elementary description Gtelrtes.inas Fietedstin 
recomnendations 136 and 137 of the report which nerhaps I could 
-pead, which would cive you a better idea: 


o 
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“Because the problem of inflation affects ali members of 
Canadian society but especialiy those on fixed incomes...the 
commission: one member dissentine, recommends that serotection from 
inflation beyond the level of the minimum income guaranteed to the 
elderly by government programe be provided for e111 retired persons 
in society up to 2 maximum level constant with desirabie social 
objectives...the comnuission theretore makes the following 
recommendation...that the sovernment of Ontario seer changes in the 
Income Tax Act (Canada? and the Income Tax Act (Ontario? to 
introduce a refundable inflation tax credit for all eresidents of 
Ontario aged 68 and over to protect from inflation a measure of 
total retirement income above the level of the government floor 
programs, O8&S. C¢iS. CPP and Gains, in step with cumutiative changes 
in the consumer price index.” One commissioner dissented from this 
recomuendation. 


"An appropriate amount for this protection might be twice the 
total of the OAS pension and the maximum CPP pension tor the year. 
For i198CG this would afford protection for $11,525.20 of retirement 
imcome in addition to the OAS and the CPP which are already fully 
indexed." So twice $11,525, almost $4,000, would be ervempt under 
that deal. 


“Recommendation i37!: With a view to contributing to the 
financing of such inflation protections the comnission recommends: 
(ad), to make all income from whatever source subject to income tax; 
including in particular workmen's compensation payments"--and 
veteran's payments and so on--“(b}. to eliminate the present tax 
exemption related to age 653; and (c}. to eliminate the present tax 
deduction for pension and annuity income." That is on page 71 of 
the report. 


Me. Vato Doone. I realize that. I will just have to keep 
reading it over. 


Mr. Chairman: Some of it is certainly food for thought. 
You have to mull it over very carefully. Are there further 
questions? Your presentation has been s0 clear and it is not 
ambiguous in any respect. You messace it quite succinct and there 
are no further questions. 


Mere. Hanmer: Thank you; Mr. Chairman. Lt? * PF wight: - add, > one 
comment on another area, the report that came out on Monday, the 
Elderly in Ontaric, is a document that will be extremely useful to 
us in the field. I am retired myself now and this is something that 
we had hoped would come along. I see Lawrence Crawford is gning to 
head up a new secretariat. I have worked with him for many years. 


Mra Chairman: He 16 an excellent person. 


Mew Hanmer: There is 2 tlot of work for such a secretariat 
to do, which is extraneous to the work of this committee. but « tn 
terms of the total picture it is important. 


Mra Chairmen: Mr. Crawford thas had a lot of experience in 
the field and he is 3 very sensitive, sensible and knowledgeable 
man. He will do a vsood job on that. Thank you for appearing. 


i Fo 


Gentlemen; we should probably discuss our agenda for the 
balance of the week and next week and the week after; because the 
‘Ottawa-Carleton Board of Trade will be in tomorrow morning. Then on 
Mondays as you can see, we have two delegations in the morning and 
two in the afternoon. On Tuesday; we have one delegation in the 
‘morning, which is the Institute of Chartered Accountants oF 


Ontario, then in the afternoon two delegations. We are trying to 
arrange for Mr. Gillies’ constituent--~ 





| Mire -ilijes: is that Mr. Meserve of the auto parts 
manufacturers’ association? 


| Mr. Chairman: Yes. We are trying to arrange for him to 
come in on Wednesday morning. That has not been confirmed yet, but 
if that is so, that will leave us Wednesday afternoon, Thursday and 
‘possibly Friday. You have in front of you, which I brought to your 
attention, some statistical data which was put together by the 
‘pension policy unit of the office of budget and iintergovernmental 
affairsy Ministry of Treasury and Economics; as 2 result of our 
request to Mr. Stouffer. Thet was in an area that we were and are 
‘concerned about in regard to this seemingly large group of persons 
iwho are not covered by any kind of pension plan. 
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| I have asked Mr. Stouffer if he could, with any support 
staff, come in and review this report with us. I thought that might 
‘be of some assistance. I was hopine that he might be able to do 
that Thursday or even Friday of next week. He tell<e me he is going 
to be away a part of the week and the support that he would want on 
that would be away I think most of the week, which would make that 
ilmaybe not impossible but unlikely for next week. I am suagestina 
that he come in on Monday, February 1, so that we wili have that in 
advance of our deliberations in connection with possible 
recomendations; if that is satisfactory to the comnittes members. 


| 


| 





The staff has put together a compendium of recomendations of 
(the royal comnission with which we have not as yet dealt ins our 
interim report, which are synopsised end cross- -referenced to other 
issues that we will have to deal with in order to come forward with 
recomuendations in regard to that. That is a fairly large document. 
I think it is about 2B pages. I am going by memory now. it has Sor 
been put together now and it is being duplicated for ali members. I 
thought it would be worth while for us to review that so we have an 
overview of not only what we have done but the issues still to be 
addressed so that we can be better prepared to deal with some draft 
recommendations of our own. 


I thought we could review that in a preliminary way on 
Thursday, possibly Wednesday afternoon. Mr. Bentley tells me he 16 
not able to be here Wednesday afternoon but he can be and will be 
here Thursday of next week so we could review that document then. 
‘Basically from then on there will be meetings of the committee for 
purposes of consideration of the report. 


I gather Friday, February 5; is a day that our New Democratic 
colleagues Wili not be here because of an event of some 
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significance to them and to the province. I would want to make sure 
that where there are metters coming on for decision by this 
committee, no decisions or motions be passed when we don't have 
full representation of the comnittee. That representation at that 
time is unavoidebly absent. and 1 would want to make sure we have 
an understanding in the committee that there would not be motions 
put forward or decisions made at that time. 


Two colleaeues of mine and of yours in the Conservative 
caucus have indicated they will be absent on Thursday anc Friday of 
next week, and I have indicated to them they will not have to be 
worried about us as a committee entertaining resolutions or motions 


that are going to require their presence. 


Apparently, they have the opportunity of taking on a mission 
tp the mother of parliaments. If that is agreeabic, with the 
exception of next week and Friday, February 5S, the baiance of the 
time will be available for discussions of our report and both 
documents that I mentioned. That is my proposal that I put to you; 
if that is agreeable. 


Me. Mackenzie: I take it what you want, Mr. Chairman, is 
the assurance that on the days that we are gone, the one day or 
part of it, whatever the case may be, and the days that some of the 
Tory members--I do not know if Liberals members are involved--are 
visiting the mother of parliaments, while we may discuss things, 
there will be neo motions moved or what have you. 


Mr. Chaicman: I would assume that we would mot proceed 
anyway but I-- 


Mr. Mackenzie: No problem with that from = our point of 
W1leCW. 


Me. Van Horne: That implies we are sitting Monday through 
Friday in both weeks. 


Me. Chairman: The last point I want to bring out is for 
next Friday. Right now, it is up in the air. We have it scheduled 
and it will depend on how long it takes us to go over the material 
we haves that fairly large compendium we have and w:ll be 
distributing the first of the week. I would likes, with your 
permission, to leave Friday in abeyance. Maybe we will not have to 
sit on Friday of next week. 


Mr. Mackenzie: (Inaudible) and do sit on Fridays but we 
really have no strong feelings about it. 


Mr. Chairman: It may be we can do both. Any questions on 
that? 


Mrs  Willisms: I really do not think it would be 
appropriate, with respect, for the committee to sit at all oon 
Friday, February 5S. I have never yet sat on a committee when we 
were in the deliberation stages, even if we are not making 
decisions, to deal with the key issues with one whole caucus being 
absent. I do not think it is fair to that caucus. 


Mr. Chairman: I think we have already agreed we will not 
be making decisions. 


Spm 


Mra Williams: i would prefer we did not meet at all that 


Friday, when one caucus cannot be here, even if we are not making 
decisions. 


ie Mackenzie: (Inaudible? sit the previous Friday 
because I would sooner see us not sittina on that Friday although, 
as I say, we are not makings any point of it. 

| 


Mr. Van Horne: I agree with what Mr. Williams and Mr. 


Mackenzie have said. 
. fir. Chairman: That is fine with me. I think that is quite 
jin order. 

| 
Me. Yan Horne: To sit next Friday; but not on the fifth. 


Mee Chairman: Not to sit Friday, February 5. 

| Me. Williams: On the preceding Friday, which is next 
Fridays I think the time might be better served if we were not 
formally sitting and we had at least one day's breather for us 
individually to collect our thoughts on everythina we have tried to 
absorb here in the past couple of weeks and have an opportunity--I 
presume we are all keenly enough interested that we would want to 
prepare ourselves as fully as possible for the deliberations of the 
following week--to at least have one day's breather to get our 
thoughts together on this. If we are going to do a bit of an 
overview on Thursday, as you say, as a committee; I think that will 
bring us right up to date and that will give us the Friday and = the 
weekend to get our thoughts together. 


Me. Chairman: We had not originally planned to sit that 
Friday, as you wili recall, Mr. Williams. But we backed up some of 
the delegations to cilear-- 


Me, Williems: That is true. 


Me, Chairman: --~that particular day. But it is certainly 
agreeable with me. We should be able to finish that material on 
Wednesday efternoon and Thursday and that would leave January e3 
and February 5S for members (inaudible) 


4 p.aMs 


Mr. Mackenzie: Why don't we play it by ear, Mr. Chairman? 
If we don't need to use it; then we don't need to use it. It may be 
that we will. That is something you may get a better idea of once 
you get into it next week. 


Me. Chairman: That was my original expression; but as I 
say, I am easy. 1 am hopeful we will not have to sit on Fridays but 
if we have to carry on; then I guess we will. 


Me. Mackenzie: I have another question. In terms of your 
scheduling. Mr. Chairman, once we get down to the discussions and 
the summary and try to start drafting the report in that last week 
or two, have you looked at the possibility that finai crafts may 
require--is there, I don't even know if there is, a day available 
before the House anes back in some time? We may have to go over 
whatever we come up with for the (inaudible) 
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Mrs _cirestzs rir. Chairman, i like mr. Mackenzie's 
suggestion very much. Inevitably, it always seems we need a day in 
there. 


Mr. Mackenzie: It never seems {inaudible} have the final 
things to look at or go through. 


Mee Chairman: We will certainly make sure that-- 


Me, Mackenzie: I am perfectly willing to leave it in your 
hands. I am just wondering if you had considered that. It may be 
somethina that has ton be looked at. 


Me. Chaicman: Yes. I am conscious of that. 
Mr. Van Horne: We can sit during the school break. 


Mere Chairman: I am conscious of those problems and I want 
to make sure we are all here, that is all; so that when there is a 
report, it is 8 report thet has been reviewed by everyone and not 
contrived by the chairman. Okay? I think we have an understanding 
on that. 


Mir. Williams: Just one further thought, Mr. Chairman. I 
understend we are now limiting ourselves really to three and 2 half 
days in which to make some major recommendations. 


Mirg * Mackenziesec Thatveics why vde thousht, -ees«misht have. ta 
leave in the chairman's hands the possibility of a further date 
somewhere down the line to finalize it. 


fit. = Wilbiamses Yes.cotvs>-am finding? ite” vetvel dirficndt § ta 
conclude that we can resolve all this in three and = half days in 
that week of February 1. Have you had any discussion with the 
Powers that be as far as getting further time availabie, Mr. 
Chairman? 


Me. Chairman: No. I haven't, because being a Conservative 
IT am an eternal optimist and always confident there is no task 
before us we can't discharge. Ic» think we, will-work it odd 
effectively, efficiently and economically. 


Mra Williams: There is just one date I would like to get 
resolved now, if we could, and that is Friday, Mr. Chairman. There 
were some internal problems that did not necessarily affect the 
committee eas a whole, but I would like to get resolved if we could. 
If we weren't sitting, it would uncomplicaete a few things on this 
Side. 


Meas. (Varies es iHornae: Is there some difficulty with 
Conservatives members who cannot sit next Friday? 


Mra Williams: I can't speak for all the members. 1 think 
some could be here. I don't know whether I could be. 


Mea Chaiemsn: How many cannot be here next Friday? Two, 
three-- 


interjection: We still have four. 
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| Mew Chairman: There will not be any votes next Friday. It 
is aareed-- 


| Mra Mackenzie: Did we agree there would be no votes? 
Me. Chairman: Yes, that we would not be able to vote. 


Mr. wones: I can't be here. 


| Mr. Chairman: If you can't be heres you are going to have 
some more homewori: on Saturday and Sunday. 


| Mra Williams: There are no deputations scheduled for that 
day. Is that correct, Mr. Chairman? 


Mr. Chairman: No. 


| Mra Williams: You are hoping te schedule two an the 
Thursday. 


. 





Mr. Chairman: Are we all agreed? The committee stands 
adjourned until i0 o'clock tomorrow morning. 


The committee adjourned at 4:04 p.m. 
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SELECT COMMITTEE ON PENSIONS 


Friday, January 22, 1982 


The committee met at 10:09 a.m. in room No. 151. 
OTTAWA-CARLETON BOARD OF TRADE 


Moon -Chnaarmans *Gentlemen,; @ first “of ° alljposr ‘would’ like ‘to 
welcome Mr. Riddell to the committee. 


For purposes of the record, we now have in your binders, 
exhibit 170, which is the Canadian Chamber of Commerce submission; 
exhibit 171, the committee research officer's paper, which is 
background information on the social security comparisons; exhibit 
172, also from the committee research officer, which is a summary 
of presentations of January 20 and January 21; exhibit 173, a 
Submission from the Council on Aging of Ottawa-Carleton which, for 
some unknown reason is dated January 27, 1982. 


FOUImiaLeo se Navesrin your “binders “exhibit ~ 174,° -which is 
background information from the committee research officer, dated 
January 21, 1982; the subject matter is the excess interest 
approach; @xniorere F775; the submission of the International 
Brotherhood of Electrical Workers, Local 1 8 peo background 
information of the thirtieth convention report of the law 
committee; and submission of the Canadian board of directors of the 
International Foundation of Employee Benefit Plans, to- the 
Honourable Allan MacEachen, Minister of Finance, regarding the 
November 12, 1981 budget. 


This morning, we have with us Mr. John Ferguson, honorary 
treasurer of the Ottawa-Carleton Board of Trade, who is also 
president of JRF Financial Consultants Limited. I understand he has 
a visual presentation to make as well as an oral one. We are in 
your hands and when you wish us to dim the lights, we will do so. 


Mr. Ferguson: Thank you very much, Mr. Chairman. Perhaps 
I should give you just a minute or two on my own background because 
it has a bearing on some of the things I may have to say. I spent 
some time in industry, working in finance for a large pulp and 
paper company; I studied return on total investment and did some 
research work there. 


Later, I was economist and director of research for Nesbitt 
Thomson in Montreal and was involved in financial markets and 
corporate finance. I joined the Bank of Canada as _ securities 
adviser in 1961, and was there for the normal term of a governor, 
which is seven years. I left in 1969 to set up my consulting 
service to specialize in pension fund business. 


i first divdsurveys4of pension “funds from coast’ to coast for 
Mr. Paul Hellyer, when he was running the task force on housing, 
primarily to find out how they operated and to what extent they 
might be providing funds for mortgages. I found in surveying 
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pension funds across the country that they were not very well 
Managed in most cases, and got very low priority and so on. 


I developed some management studies of pension funds. The 
first one I did was Air Canada's. Later, I did a study of the plans 
for the Saskatchewan government, the Toronto city firemen and the 
CBC. Then I set up an investment counsel firm to manage pension 
funds. At the moment, I am investment counsel for the CBC pension 
fund, which is about a $200 million fund, the city of Ottawa and a 
number of other funds. I specialize in trustee funds. 


During this period,.I found that the field of pension fund 
management is at about the stage that medical science was about 150 
years ago, when doctors bled everybody to cure all diseases. Most 
pension funds in this country are being measured on a performance 
basis; you look to see what you could have received for the assets 
if you sold them at the end of the last quarter, or at the end of 
any quarter in the last four years. So, I developed what is called 
a going-concern approach to the management of pension funds--it 
looks into the future to find out how much money there is going to 
be to pay benefits--and have developed, for . my  jaccounts# 
measurement services. 


It seemed to me, because I was also interested in small 
businesses, that there must be some way in which we could apply all 
of the research we had done to small businesses. I was one of the 
founders of John Bulloch's organization, and was his director for 
the first six or seven years. After I am through here today, I am 
making the same presentation to the Canadian Federation of 
Independent Business, John Bulloch's organization. 


As everyone waS aware, one of the weaknesses in private 
pension funds is lack of coverage, especially for small companies. 
It seemed to me there is a need to set up a pooled fund, 
multi-employer, but not multi-employer funds in the sense that they 
have existed before for a single industry. There is a need to build 
up multi-employer, multi-industrial funds. It seemed the logical 
sponsors of such funds are the local chambers or local boards of 
trade. 


I discussed with John Bulloch the possibility that his 
Organization might sponsor a pension plan for small companies, but 
they are not organized to do it. They don't have offices in various 
centres. They couldn't handle the administrative work. The local 
chamber is already set up. They usually have permanent staff, and 
they are already providing group life, disability insurance and 
that sort of thing, and it seemed there was a need to bring one 
more thing into their package and that is a pension plan for small 
companies. 


In Ottawa we set up a task force two and a half years ago 
with myself as chairman and with a lawyer, a banker, an actuary and 
So on. We put together a pension plan for small businesses that we 
think is the best thing there is to offer in Canada today. One of 
the very important things about it is its flexibility. We can set 
up a custom-made pension plan for an individual company no matter 
how small. It will still come under the umbrella of the overall 
plan that is being set up for the Ottawa-Carleton Board of Trade. 
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In doing this, we have considerable encouragement and help 
from people like Wells Bentley and even Revenue Canada taxation, 
because all the way through we had to check with them to make sure 
PoeewevesOne the: raghteroadwed: didn"terealize it would také.go long. 
It took two and a half years to put this thing together. 


I have a very small presentation, about 16 slides or so, that 
I would like to show because it will draw attention to some of the 
particular features of this pension plan. Could we have the lights 
off now? 


Mr. Williams: While they are preparing the lights, what 
is the current membership of the board of trade and how many have 
started to participate in this plan? 


Me erergqusonstWe mare osjustiergetting agoing enowl sMyefown 
little company was the first to participate. We have been making 
contributions to this plan since last March. We got the paperwork 
flowing. We have an administration contract set up to handle all of 
the personnel records. Now we are getting interest from other 
boards and other chambers across the country. We have had letters 
from Yellowknife and St. John's, Newfoundland; we have met with the 
Chambers in Sault Ste. Marie and Sudbury. We are making a 
presentation to the Oakville chamber next month. They have said 
they would like to join our plan. 


Wells Bentley tells me there is no reason why, if this plan 
is well set up, it need be restricted to the members of the 
Ottawa-Carleton Board of Trade. It could be expanded to take in 
other chambers and other boards across the country. 


Mr. Williams: Coming back, what is the membership of the 
board at the present time? 


Mr. Ferguson: There are 1,400 members. One of the 
important things about a pension plan like this is it may help to 
bring in new members to any board or any chamber, and once they are 
in, it may help to keep them in because, as you are probably aware, 
if chambers don't provide good service continually, they often lose 
members. It is very important to keep members. 


Mr. Williams: Of the 1,400 members, how many have’ shown 
an interest in the plan or actually participate? 


Mr. Ferguson: There are quite a few. We are talking with 


a” number ‘ofiothem® now. They* are: just about’ to’ sign the proper 
documents to become members of the plan. These would include the 


Ottawa Real Estate Board, the retarded childrens' association, a 
law firm that has about 12 employees, and so on. 


You will probably recognize that building in the background. 
1 Bas is the Peace Tower in Ottawa. This introduces the 
Ottawa-Carleton Board of Trade members' pension plan. 


This is, as I mentioned before, a multi-employer plan that is 
also multi-industrial. As you know, chambers of commerce or boards 
of trade have members in many different industries from service 
Stations, to lawyers, to doctors, to almost any kind of industry. 
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This slide presentation was produced mainly for other chambers and 
Other boards. 
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It 1S a multi-employer plan that will provide employers or 
members of the board or participating boards and chambers with 
retirement benefits to supplement those available under CPP and so 
on. It iS a money-purchase plan. In studying defined benefits and 
defined contribution plans, it seems the more you get to know about 
them, the more you realize that the money-purchase plan does 
provide the answers to a lot of problems in this whole pension fund 
field. 


I notice that Peter Drucker has just written something on 
pension funds in the United States. One of his thoughts was that 
defined benefit plans should be converted to defined contribution 
plans, which is a money-purchase plan. There are also trustees. We 
have a board of trustees set up to administer this plan. It is very 
flexible. In the application for employer to join, there are quite 
a few options he can choose. He can decide on which class of 
employee may join this plan, what their service requirements are, 
vesting and locking in and all the rest of it. 


It is very easy to administer. It is easy to understand. We 
are providing it with an ongoing investment management service. My 
own firm has a contract to act as investment counsel for this firm 
for a dollar a year until we get the thing really going. I do not 
know if you are aware of it, but one of the weaknesses of 
money-purchase plans in the past has been the fact that there has 
been market risk related to them. If you had to leave a pension 
plan to buy an annuity at a time when the market is depressed, you 
might find that you are not doing very well; you do not have too 
much money available to buy a pension annuity. 


We have developed a going concern approach that does not 
value the assets regularly on a current market liquidation basis, 
but values them on what we call a going concern basis, which 
involves using present values of the future streams of cash that 
those securities were purchased for in the first place. We are 
already using this in our larger accounts and we are going to be 
using it for this pension fund for small companies. 


We have already talked about that. At the end, when a person 
goes on retirement, of course, the moneys that have accumulated are 
used to buy a pension annuity from an insurance company and we get 
regular quotes from quotation people, from annuity brokers, because 
1t 1S a pretty competitive game and you have to shop for your 
annuity. 


I mentioned before that we have a board of trustees set up. 
At the present time this is a board of six trustees. It may be 
expanded. There is a representative from the board itself, the 
executive director. There will be eventually two employees of 
participating employers, two employers and one outside person. 


I mentioned earlier that in the documents we have left with 
you we have left an application form so that you can see from it 
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the number of options that the employer can decide for himself. 
When you are looking at small companies, they all have different 
attributes, they all have different requirements and they need 
flexibility perhaps more than anything else. 


The Sault Ste. Marie Chamber of Commerce made a survey of 
pension funds about a year ago. They found there was need for a 
pension plan for small companies in their own city. In looking at a 
number of pension plans that were available, they chose ours as 
that with the greatest degree of flexibility. 


If the contributions are identified for each particular 
person and the investment income is properly identified also in 
relation to those contributions, you know exactly what is at credit 
for each participant .These can be transferred to other pension 
plans or to RRSPs on termination of employment. 


One of the problems we found was in trying to determine how 
the accounting of all the employee records and all the rest of it 
could be carried out. We looked around Ottawa. We talked with the 
Metropolitan Life Insurance Company and with trust companies to 
Pinas sOut sin. they “could put’ call “ofthe vemployeero records” “on ta 
computer system. We could not find anything in Ottawa and we had to 
come to Toronto. 


There is a firm called Corfax Benefit Systems Limited that 
was already set up to do this sort of thing for other pension 
funds. We found they could provide this service at very low cost 
because small companies cannot get involved in a lot of bookkeeping 
and administration work in relation to their pension plan. 


This will be included in the report we will be making to each 
of the employees at least annually. It indicates for each employee 
the amount of the employer's contributions. Those next two columns 
should have a heading "Employee." They show the employee regular 
contributions and there are provisions for additional voluntary 
contra burions. 


We have also found a way of determining the investment income 
each Fquarterdeand a distributing  ~thatvaaincome in relation to the 
contributions on a time weighted basis so that at any one time the 
employees can know what they have at credit in the pension plan. 
They may get this report once a year or more often, but it will 
also be possible to give it to them quarterly. This is different 
from most money purchase plans where they are unitized. The plans 
of trust companies and insurance companies are unitized and those 
units go up and down in relation to market values. It does not make 
much sense but that is the present state of the art or science. 


I do not know how the Royal Bank's name got in there. You do 
not use the name, you usually say a chartered bank. They are also 
the banker for the Ottawa-Carleton Board of Trade. They are also 
custodian of securities for some very large pension funds in 
Ottawa, so they are able to do the job. 


I mentioned before that we are valuing the assets on a going 
concern approach. The reason we can do this and provide sound 
accounting and valuation techniques is that this is a private 
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pension plan. You must belong to the local chamber or local board 
of trade in order to participate in this plan. 


The trust companies with their pooled funds, when they first 
started them back in the 1950s, would have preferred to value them 
On this basis but when they presented their applications to the 
securities commission, they were told they had to value mortgage 
funds and bond funds in the same way as common stock mutual funds. 
I know a gentleman who is 71 this year. He put most of his money 
into a mortgage fund and he is heartbroken because the market is 
down because interest rates have gone up and he will be taking out 
perhaps less money than he put in. 


So it is a money purchase plan that is trusteed. There are 
customized features that #-Gan ercbe tailor-made to meet the 
requirements of the individual company employer. It does not have 
100 per cent portability. Portability has different meanings, as 
you Know, but the assets are transferable, that is important. It is 
easy to understand, the administration has been well thought out 
and it is fairly easy to handle. Professional investment management 
Specialize in this field. Because we are long-term management 
people, we do not handle any individual accounts, we take a longer 
term perspective than most. 


This slide was intended for local chambers to indicate to 
them that this could be very useful for them. This is our 
parliament building and that is a vice. If the private sector does 
not get busy and do something, then there will be government 
pressure to bring about mandatory plans. 


I have always believed that the private sector should do more 
than it does in this economy of ours so we could have a healthier 
economy, but too often we leave vacuums. When those vacuums are 
left, there are public government people ready to fill those 
vacuums. We should not leave those vacuums in the first place. So 
it is up to the private sector to get busy and create things like 
thas. 


That is the extent of our slide presentation. 


LO 2302. Ds 


Mr. Chairman: We will get the lamps lit so we can see one 
another. 


Mr. Ferguson, that was an interesting presentation. It had an 
interesting message at the end about the pressure play, the squeeze 
of government. I think you, are right that if there is-a vacuum 
something is going to fill it and usually government is ready or 
sometimes anxious to fill those vacuums. 


I want to ask you about the valuation of the assets on an 
Ongoing business basis. That concept would apply, then, whether 
there is a transfer because of carrying that pension to another 
fund or whether it is retirement or for any purpose, is that right? 


Mr. Ferguson: If a person leaves this plan on termination 
of employment there will certainly be identified all of his assets 
and these will be based on the units which are dollar bills, rather 
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than the unitization that trust companies have. So there is no 


question, the assets in the plan itself will be valued on a going 
concern basis. 


One of the advantages of this plan is that you have many 
members and they are small companies. They protect each other from 
market risk in the same way the chartered banks are protected from 
having everyone take out their deposits on one day because they 
have so many depositors. I started this at the Bank of Canada and 
over the years it has developed a going concern concept because I 
felt the work that has been done in the United States on the 
valuation of assets for pension funds has taken a wrong direction. 


There have been major studies done in the United States by 
some well known economists who have done much research on how to 
measure the performance of pension funds but never did any research 
on how to value the assets. So we have the rather peculiar 
Situation on this continent today of investment managers throughout 
the country managing assets on a market performance basis which 
means pension funds don't normally buy stocks when they are cheap 
but buy them madly when they are dear. At the same time the 
Canadian Institute of Chartered Accountants, the Canadian Institute 
of Actuaries and the Financial Executives Institute all have 
committees set up to try to determine how assets should be valued. 
So there is this confusion in the whole field. 


My own research on this business has determined that there 
are some valuation techniques that we don't have to invent. They 
are already illustrated and discussed in book like Ross Skinner's 
baookweon Saccounting “principles. written i) fore thes CICA: There sare 
already techniques that will allow you to value assets of pension 
funds on a cash discounted basis, present value of future stream of 
cash. Even with banks today, there has been a new Bank Act which 
allows banks to now value their bonds on this basis. They call it 
amortized cost but it is simply the present value of the remaining 
stream of coupon payments and the principal from those bonds. 


Mra ¥SGhairmah??* ils octhatemrelatively risképtree? Onin * other 
words, is there a minimum element of speculation as to the future 
cash flow in determining the present value? 


Mr. Ferguson: No more than there is in any business. As 
you know, any business at all must look to its liquidity 
reguirements and I found years ago when I was doing research in 
corporation finance there were two definitions of working capital. 
One waS current assets minus current liabilities. The accountants 
will look at that to determine the solvency position of the 
company, but when you talk to the president of the company he can 
only think in terms of total current assets. That is his working 
capital because that is what he has to work with. 


Realizing there is this going concern concept, I have been 
using it in my accounts starting with the Bank of Canada's pension 
fund, the CBCs and others for quite a few years. One of the 
important things about this is it has insulated it to some extent 
from market influence so that when the stock markets are very low 
they are continuing to buy stocks because they are not looking at 
the current market performance; they are looking at the increase in 
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earnings and dividends of the companies whose stocks they are 
buying. They buy more as they are looking at the stream, I think, 
that is going to be coming in for the next 15 or Z20faveanspatiane 
sort of thing? 


Mr. Chairman: One of the problems as I understand it and 
as this committee has heard, is the valuation of an individual's 
benefits under a plan so that if there is vesting and locking in 
and, say, a transfer, the determination of that value to enable the 
transfer or portability-- 


Mrs Ferguson ssy) Le ais ota ibig.jeproblem «q-with, jtheq) defined 
benefit plans but I don't see it as problem with the money purchase 
plan, the defined contribution plan. There may be problems later 
on. If anyone left this plan and put his money into another plan, 
then there may be problems from that point on because, as I 
mentioned before, actuaries, accountants and investment managers 
are not working together in the defined benefit plans. They are 
working in opposite directions. 


One of the very important things about this money purchase 
plan is that the moneys related to each contributor are identified. 
As far as the benefits that are purchased with that money are 
concerned, then you have to go to the annuities that are purchased. 


Mr. Chairman: Yes, but I think what you have pointed out 
is that when a person is at the stage of purchasing an annuity 
because he is retired, then he doesn't suffer the exigencies of the 
marketplace at that particular moment. 


Mr. Ferguson: That is right. This is extremely important. 


Mr. Chairman: Which doesn't create any abnormal residual. 
risk to the balance of the participants in the plan. 


Mrane Ferguson: +) That hye. “nights.& DE, afyouw Yaiknow,- twhate.s-coee 
composition of your participants is then you can purchase your 
bonds and mortgages. Mortgages are good because they give you 
multi-cash flows of not only interest but principal. 


If you have been buying common stocks for a number of years, 
and especially if you start buying them when the market is low as 
it is today, you are going to find they are your most marketable of 
securities. Therefore, it is quite possible to manage pension funds 
in a businesslike way, the way any business is handled. 


I have found that most investment counsellors are called 
"money managers." It is a misnomer. Really the money managers are 
tne Bank of Canada people and the chartered banks who are managing 
financial assets. If you were to put all these stocks and bonds in 
a pile and burn them you wouldn't have destroyed anything, but when 
you buy a mortgage you are buying a mortgage that is backed by 
apartment buildings or commercial properties on which there are 
rents and all the rest of it. The same principles of business 
administration that determine the management of those things should 
flow through to the management of the financial assets that 
represent them and the same valuation techniques as well. 
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Mr. Gillies: Mr. Ferguson, I have to say it looks like a 
terrific scheme and one that perhaps a lot of the other boards of 
trade and chambers of commerce could adopt across the province. 


Mr. Ferguson: We hope so. 


Mr 26 Gillies: WArecouple® of) questions” come’ to. ‘mind. “We “on 
the committee feel that probably the most serious problem we face 
is the coverage problem. The types of members in your organization 
would include a number of the businesses that statistically show a 
very low participation rate in pension plans--retailers, 
wholesalers and so on. 


My question to you is, do you have a breakdown on the 
membership in your plan that would indicate you are reaching into 
EMatersector, €or ‘do wvyou find! that: most of your participants would 
Still be in the industrial sphere? 


Mr. Ferguson: No. We expect it to include retailers and 
even medical centres where they have a number of employees. This 
plan is not for the doctors but it is for their employees; service 
Station people, travel agencies, food catering firms. We can't 
boast that we have made a lot of progress. We are just embarking on 
a marketing program in Ottawa. 


By the way, we are doing this on a part-time basis. We are 
trying to do our other jobs at the same time and we don't have 
budgets, so we are all contributing to it. We are embarking on a 
major marketing program to try to get this thing really rolling in 
Ottawa, and if we can do that, there are places like Sault Ste. 
Marie and Oakville ready to join our plan. 


Mr) oGillies: ‘There ‘would be no barrier to part-time 
employees? 


Mr. Ferguson: No. I have checked that out with Revenue 
Canada. This is very important, particularly for women. This is of 
particular advantage in that respect. 


10:40 a.m. 


Mr. Gillies: Absolutely. Finally, you mentioned in your 
presentation that the plan would not be completely portable but it 
would have some aspects of portability. I wonder if you can enlarge 
on that. Specifically, would it be completely portable among 
members of the Ottawa-Carleton Board of Trade? 


Mr.jo Ferguson: Yes. If an employer = has employees under 
this plan and has full vesting, then it is easier. Everything is 
transferred to another employer who may also be a member of the 
board of trade. If one employer does not have full vesting yet, if 
he has decided he will have vesting after three years and a person 
leaves at the end of two years, then he can take only his own 
contributions and investment income with him and not the employer's. 


If you want 100 per cent portability, you need something like 
a government plan that is completely inflexible and is 
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Standardized. You have to sacrifice some degree of portability to 
get tne flexibility that small companies require. I would say there 
1S a much greater degree of portability here than there is with 
most other kinds of plans. 


Mr. Gillies: Then presumably on termination, it an 
employee was leaving the employ of any company under the board of 
trade and there is a locking-in provision, he would be able té 
carry with him at least his proportion of contributions. 


Mr... Fergusons. Yes., In my sown littlec'firmecwhenswe fireg 
joined this plan, we opted for immediate vesting and I think we 
were locked in after one year. Also, we have made it compulsory for 
any new employees. This is one of the options. 


Mr. Williams: I appreciate that your plan is just getting 
off the ground, so to speak. 


Mr. Ferguson: That's right, we are learning as we go. 


Mr. Williams: You may not have great numbers of 
participants at this time, but of those who have been among the 
first to join, how many of them have indicated an interest in 
picking up the additional benefits that are available under the 
plan? In other words, of those who have joined the plan, has it 
been to simply fit the benefits of the basic plan, the one per cent 
up to $3,500, or have some of them or most of them also shown an 
interest in taking advantage of the availability of the additional 
voluntary contributions that are available under the plan? 


Mr. Ferguson: There are two people looking at the plan 
now who are just about to sign up. One is the real estate board. 
They have had their employees under a career average plan with an 
insurance company for a number of years and they are a little sick 
about it. AS you know, career average plans do not provide very 
much benefit on termination. So they feel very much that this gives 
tnem the flexibility and the opportunity to provide better pension 
benefits. 


By the way, we did some research and you will see it in the 
documents I have given you. We did a study to see what would be the 
difference between a career average plan, a final average plan of 
the defined benefit type and a money purchase plan. Based on this, 
I started right back in 1947 with a man earning $3,000 a year and 
building up to a point 35 years later. We have made a comparison 
here on a retrospective basis. 


This is the second sheet in* those three sheets’ and i@ 
indicates that at the end of 30 years, with a career average plan, 
uSing the figures we used, a man might get a pension of $8,294 
whicn is 27.7 per cent of his final salary. With the final average 
he would do better, he would have a pension of about $18,000, but 
with the money purchase plan he would have a pension of about 
$20,000, which is a greater amount of money. 


The one important way in which a money purchase plan is quite 
different from the defined benefit plan is that any work that is 
done to build up the assets, that is, the quality of investment 
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management, is going to be reflected in the amount of money that is 
available to buy a pension annuity. Actuaries have not yet found a 
way to give any credit to the quality of investment management in 
the management of defined benefit plans. 


It does not matter to an investment counsel how much work he 
can put into building up the assets for a private pension plan. The 
actuary does not pay any attention to this as a rule. He may accept 
the value of the assets, but when he uses a six or seven per cent 
rate to determine the present value of the benefits, he is assuming 


the value of the assets is also the value of a stream of cash with 
a Six or seven per cent rate. 


I nave found in the last 10 years that it has been very 
discouraging being an investment counsel because, no matter what 
VOUt~asd,e0 there »..was ».nO:.way »thes-actuary)4 could. sfind.s.a «ways «of 
recognizing what you have done. Because of this, I have had this 
funny actuarial science myself. 


I have been dismayed and I do not wonder at all that the 
Royal Commission on the Status of Pensions in Ontario has said we 
must legislate some way of standardizing the methods’ for 
determining the present value of benefits. They do not expect much 
help from the actuarial profession. 


Mr. '-Chairman: If. .I. may. just .ask.. a. supplementary:) « Then 
there is no incentive really to excel in terms of investment 
performance. All you have to do is make sure they cover yourself so 
that you are not criticized for bad performance. 


Mr. Ferguson: You are quite right, Mr. Chairman, there is 
not much incentive. That is why in North America many of these 
pension funds are playing games. Their main objective is to be in 
the upper quartile of a group of pension funds that are being 
measured son «a liquidation -basis.; When+«you ..consider.. that... the 
objective of a pension fund should be to accumulate at minimum cost 
the portfolio of securities with the maximum cash flow that would 
be there to pay benefits, it almost seems it is like medical 
science 200 years ago when you bled everyone for every disease. 


Mr. Chairman: Sometimes uSing leeches. 


MnsooFerguson: «Yes, \that;' is) right.» I. was looking: .atria 
Dickens'«play» the.-other day and they did use leeches for that 
purpose. 


I found also that part of the reason why there is not too 
much incentive for investment managers to develop that cash flow 
that the actuary can look at and determine will be there to pay 
benerits is that many, #ofscouns Largestiurcorporationsqvareycnat joo 
interested in the pension plan as far as performance is concerned. 


They do not mind unfunded liabilities because, after all, the 
more money they put in the pension plan the less pressure they are 
going to have put on them to meet other kinds of employee benefits. 
Also, it is not money lost to them because the corporation is still 
at risk. The more money you put in this year the less you will have 
to put in at some time in the future. 


Te 


There has not been a great deal of incentive on the part of 
businessmen to look at the pension fund as a business. He tends to 
delegate it to so-called experts and this iS a great mistake 
because what pension funds need more than anything else is the 
application of the same business principles that businessmen apply 
to their own businesses. I did not mean to get involved in this, 
but it is something that has very much concerned me. 


Mr. -Williams:: ‘Coming sback*wto- thers voluntary: ‘additionag 


participation, where would that leave a participant vis-a-vis tax 
benefits that might accrue on the front end? 


Mr. Ferguson: One of the main reasons for having 
additional voluntary contributions is if they have been 
accumulating something in a registered retirement Savings plan they 
can transfer it into this as an additional voluntary contribution. 
Also, if they terminate, this is not locked in. They can take that 
Out again--this is sort of a Savings plan--but also we mentioned 
earlier you can get a much better pension out of the money purchase 
plan, but it depends very much on when you join it. 


This is great for the young people because they have many 
years to accumulate a lot of assets. It could possibly buy them 100 
per: cent. pension or 125° per*’ cent) lofetheirhtinalsivears’ isalaryauee 
they have been in long enough. But if an older person joins this 
plan, it may be*he will want to” put -in”~ additional = voluntage 
contributions to build up the assets that will buy the annuity. It 
might be in some cases that the employer himself will make special 
bonuses to older employees, with the provision they will be put 
into this plan as an additional voluntary contribution. 


Mr. Haggerty: Fo soko vlowwrontauM rca Williams' questioning, 
what is the number of participants required to make it a sound and 
efficient program? 


Oc SOMA mn 


Mr. Ferguson: I wish I knew. We are operating at such a 
low cost that we are going to run this even if we do not build it 
up. But we are aiming for 500 employees by May 1 to benefit from 
the lower cost that is involved in using the Corfax people who are 
keeping all of our records on computer for us. 


We hope to get up there by May 1 and then we hope that our 
marketing program in the next couple of months will bring in more 
and that we will get up to 2,000 or 3,000 individual employee 
members in Ottawa. When we have done this, and we have proven that 
we can do the job, we want to take our marketing thing as a 
software package and make it available to Oakville, Sault Ste. 
Marie or anyone else who may wish to use it. 


By tne way, there is one weakness in this plan that we hope 
to remedy at some point, that it is an employer-employee related 
plan. It is not open to single proprietors and it is not useful for 
the partners of law firms or accounting firms. This concerned us a 
bit because we have members of our board who are partners of 
accounting firms and law firms, and we have single proprietors. 
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In discussing this with both Wells Bentley and the Revenue 
Canada-Taxation people, we were told that we can set up a sister 
plan called a group retirement savings plan that could be a plan of 
the Ottawa-Carleton Board of Trade which would allow us to cover 
all Por our members. There some other advantages of this too. If 
anyone in the employer plan were to terminate employment and not 
want to take a deferred annuity, he might transfer the funds into 
the group RSP. This would help to create greater portability. 


Mr. ‘Haggerty: You are: not’ saying «that lawyers are in’ a 
position to have better tax incentives and there is a better deal 
for them if they stay out of something like this and perhaps go to 
the RRSP or what, or there are advantages for him. 


Hie. HeErguson sya What whhstam Sayingierhereisicmetheymareapnot 
allowed to join our plan as it is set up now, but they could join a 
group RSP plan and could be putting their money into the same 
pooled funds with the same kind of management. Most lawyers are so 
darned busy they often do not have enough time to put into the 
Management of their own assets, so this could be very useful for 
them. 


Mr. Chairman: On that point, if if might ask a 
Supplementary, there is the point you have made which, I gather, is 
where you have 100 per cent contribution by the employee, then they 
cannot register in a plan, so that a self-employed person could not 
participate in a registered plan under our present regulations. 


Moo) Ferguson: (That isiirights Under ithiks eplan,sithis@asman 
employer-employee related plan. 


Myn (Chairmanseg Yes;: In understandyiwhate thiyvas,: butecwhat’o lI 
was going to ask you is whether you would support an amendment 
which would enable 100 per cent employee, say, contributions to be 
eligible for membership in a plan. I say that because yesterday we 
had the International Brotherhood of Electrical Workers here who 
were deducted anywhere from 50 cents to $1 an hour from the hourly 
rate for pension benefits, yet they could not participate because 
there was no employer contribution. 


Mr. Ferguson: I see. We would welcome anything which 
would permit us to make this plan more flexible so it could take in 
single proprietors and individuals because they could then benefit 
from everything we are doing for all the rest. 


Mose Chairman: ! Whatemh -awas sputttingse to syou :swasiw eliciting 
your comments in regard to possible change in the legislation which 
would permit those persons into your plan who are now not permitted 
because of the existing state of the law. 


Meag ekerguson sw @adoo ynote! knows sql shaven snot given much 


thought to that. The only out we could find was to set up a group 
RSP which would have its own board of trustees and its own plan 


rer. 


Mr. Chairman: Under present legislation. 
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Mr. » Ferguson: ;pUnderm (present: Laws. « /Thatiaisesnaght.q Pt: “wile 
give some thought to that in the future. It could be a useful sort 
of thing toa .do-. 


Mr. ~Chairmanes) Why, “Leeraisespatewchati mthise-commlveecsy rae 
dealing with pension reform-- 


Mr. Ferguson: That is right. 


Mr. Chairman: --and that is the duty, co recommend 
changes in legislation which would improve pension pickups. 


Mr. Fergusons, Onés:-of:. them-problemsi») onespumightorcunnsinges 
there is with the income tax people who are so concerned about 
Significant shareholders; and already we have run into’ some 
problems. For instance, my very small company has four employees 
enrolled in the plan at the present time. One of them is my wife, 
who has 49 per cent of the shares of my little company. So she 
rolled over her RRSP from a trust company into ‘this’ fundprand now’ 
have had) a letter ofrom tthe «tax: vauthorities saying? thatenti tie 
obvious this plan in relation to my little company is primarily for 
Significant shareholders and therefore a lot of other rules will 
apply. I am going to have to fight that out with them, because it 
does not make too much sense. 


In trying to make sure that people do not take advantage of 
loopholes and that certain people do not take advantage of the law, 
the tax people lay traps that catch many people who should not be 
caught. 


Mr. Chairman: Mr. Haggerty, I was sorry to interject 
there. 


Mr. Haggerty: No, I think you maybe followed up on my 
next leading question. I was just thinking here, and throwing some 
remarks over to my colleague Andy there, and I was looking at the 
farming sector, the agricultural sector. Someplace along the line 
we seem to forget that particular group of self-employed persons. 
The question is, how do you get involved in a retirement program? 
Perhaps many ofimthem! sare )(noteup Looking@vatinviti. ©b eho © ties 
retirement pension, to look in the long run, is when they dispose 
ofevthe “real. vestate» thati is tthere,o biti with" the =priceitof 0 fara 
today, they will never be able to get the price that they are 
Lookings fon. 


I was trying to get Jack into the dialogue, and say, "Well, 
is there some area in which you can include the farming sector?" I 
asked him about the marketing boards, for example, and he said, no, 
there are no deductions there at all that he is aware of that would 
include retirement planned through the marketing board agencies and 
So on. Looking at this particular program, I thought maybe there 
waS an area that they could broaden out to include some of the 
farmers. 


Mr. Brandt: We are all in favour of helping Jack. 


Mr. Haggerty: Yes, well, that is what I say. 


i 


Mr. Ferguson: There are two possibilities here. Under our 
present plan, which 1S a private one--we are going to try to get 
this going in Ottawa, and then we are going out to Smiths Falls and 


Perth and the surrounding areas where they do have small chambers 
of commerce. 


Mr. Haggerty: Many lawyers have farms, you know. 


Mr. Ferguson: Yes, that is Grit. That is one 
possibility, that by bringing in the smaller chambers in the 
smaller towns, they could have farmer participation, if not in the 
employer-employee related one, at least in the group RRSP plan, 
unless the law has changed. 


The other thought is this, that this same concept, what we 
have developed for a local chamber or board, could be developed for 
other organizations so that it would be sponsored by a private 
Organization and would be a private plan. It would not be something 
Crat=“is>~offered {tol the general) ¢publici-)it “would > be created 
specifically for a certain kind of people. 


The reason for that is if we were to create something that we 
are selling to the general public, we would have to clear it with 
the securities commission in every province, and they are still way 
back in the dark ages; they still insist that all assets be valued 
on a liquidation basis, you see. 


One criticism I have of the institutions that are operating 
these pool funds on this liquidation basis is that we are accepting 
these rulings without fighting them. Another area of where the 
private =sector “is not “acting” in its~ own: interests.<It “is too ‘easy 
to accept present legislation without trying to have it changed. 


fewis "ay goog” thougnt. |i "Wave “OLten cette that. ft tois 1s 
really successful with chambers and boards of trade, there is no 
reason why it could not be used by other associations or farmers' 
groups. 


Mr. Riddell: What opportunity is there for employee input 
into some of the decisions that are made in connection with the 
plan? It seems to me that under--what was the third feature 
there--it seemed to me that the employer was making the decisions 
as toPeligipiltty;- contribution "rate Sand all “the rest" of-at7 “and 
then you have a board of trustees established to manage the plan. 
Would there be any possibility that an employee might be one of the 
members on that board of trustees? 


AA? ae. 


Mr. Ferguson: I mentioned earlier that we have our board 
of trustees set up now with six members and our plan is to have two 
of those members employees of participating employers. 


Mr. Riddell: I missed that. 
Mr. Ferguson: The other thing is when an employer ive Se 


small company is deciding on those options, he is probably going to 
discuss these options with his own employees--we did in our 
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case--whether they prefer to make it compulsory or whether it is to 
be optional. You..can't make ..it compulsory for ~people already 
employed by you but you can make it compulsory for new members 
coming into your employ. We discussed this with our employers and I 
would tnink most small companies that have a close relationship 
with their employees would discuss the selecting of those options. 


Mr. Brandt: Mr. Chairman, a couple of my questions have 
been answered, but I have just a brief comment. I would like to 
congratulate you on embarking on this venture because it does cover 
a group we have some rather serious concerns about, people who are 
not able to get into other pension plans, and that kind of thing. 


I think you attempted to answer this question earlier, but 
have you any idea at the moment what the minimum size might be with 
respect to making this kind of plan viable? I am thinking about the 
Small boards of trade or chambers that are in relatively limited 
population communities. Those kinds of areas I think would have 
some real difficulty in making this kind of plan work. Do you have 
a minimum number that you think would work? 


Mr. Ferguson: You are quite right and here is the answer 
to that. It is an answer that I didn't envisage in the first place. 
It took us two years to set up the plan text and put all the other 
documentation together. We are prepared to give it holus bolus to 
other chambers and boards across the country to let them set up 
their own plans. 


In talking to them we found that it rather horrified them to 
think of all the administration work they would get involved in. 
And in talking to Wells Bentley and the income tax people, they 
could see no reason at all why, if we set up this plan and it is 
Operating well, we could not make it available to other chambers 
and -boards .cight.across.the country, not. Just, ins Ontario._but alee 
we have had a letter from the Winnipeg chamber showing quite a bit 
of interest in this. 


We found that with a couple of minor changes in the bylaws of 
Our board of trade and a couple of changes in definitions in our 
text and a letter of agreement between another chamber and our own 
board, we could set it up in such a way that when these chambers 
and boards go out to get members for their own chamber or board and 
make it known there is this pension fund available to them, then 
the application for enrolment in the plan could come directly to us. 


In Ottawa, we were fortunate to have a chap, whose name is 
Earl Haynes, who is head of the pension section of Labour Canada. 
He knows all about pension plans from having put all the statistics 
together but he also worked for quite a few years with The Wyatt 
Company and got involved with administration, and he was also very 
much involved in the government annuity plan years ago when it was 
the major pension plan for many companies, even big companies. 
Therefore, he is working for us for peanuts. We are paying his out 
of pocket expenses and he is setting up an administration for us 
that could be used by other chambers and boards across the country. 
And why not? 


The, other thing... 1s. that, we., are. not. a... profit-makeee 
Organization. We don't have a lot of vice presidents and we don't 


ay, 


pay taxes so therefore our costs should be fairly low. I think my 
own little firm at some point might have to charge more than a 
dollar “a> year to” cover our Own cost but we are still probably 
charging much less than any other investment counsel. 


With the Corfax people who are handling the administration 
work, the more people we have enrolled the lower the cost per unit. 
So we can see ourselves being in a position to offer the lowest 
cost, the most viable and useful pension plan for small companies 
Mretile. GCOUNtTLY. THiS “doesn’t -mean=we are: going -to--seth-it.. It: is 
one thing to produce a health food but if people like junk food, 
you are just out of luck; but we are hoping to set up the marketing 
program. I am hoping that John Bulloch and his organization will be 
willing to sponsor it. We have a meeting lined up with Monique 
Bégin and her department heads at some point in the future. 


Interjection. 


Mr. Ferguson: We don't know what will come out of that. 


Mr. Brandt: Would you take our chairman along as your 


guest at that meeting? Perhaps that would be a way of him having at 
least some dialogue with Madam Bégin. 


Mr. Cnairman: I> “think Mr.° McClellan*s’ observation -is 
COELECt)UI would *have’ to “travel incognito.’ There’s- a bit “of an, TI 
SUuvimrse “VOW a  cCalt- it any in thing=—1  doneterhink sts a) yOKe=-and 
that is that-- 


Mo.’ Brandt. Lt 's Certainly not: very “Eunny. 


Mr. Chairman: --we would have to meet with Madame Monique 
Bégin, but without success, notwithstanding some persistent effort. 


Mr. Ferguson: Well, then I'm being a little optimistic. I 
had Lloyd Francis in our office a couple of months ago. He is 
Deputy Speaker of the House. He got very much interested in this 
plan, and he wrote to Monique Bégin and also to Lapointe, who is 
small business minister, and he got letters back saying they would 
be glad to meet with us at an opportune time. The same thing has 
happened. I'm waiting. Maybe we'll never meet; I don't know. But 
we're going to keep pressing. 


Mr. Brandt: Maybe our chairman could go as an observer 
and as a key adviser or something of that nature. 


Mr. Chairman: Hope springs eternal. 


Mrs- Brandt: You've answered one of my questions, but I 
would like to perhaps expand on it a little more, the concept of 
having some of the smaller chambers. I'm thinking of areas like 
yours, Jack, where you have got a relatively limited population 
dispersed over a relatively wide area and where any one unit would 
not be large enough to make this kind of thing work. You've 
answered that question by indicating that if this thing works as 
you have expect it will then they could add on to your plan. In 
other words, they could apply directly, as you have indicated, and 
I think that's a good feature. 
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I am concerned about one point you raised earlier, because it 
leaves another group of people whom we are concerned about 
uncovered, and that is the single owner-operator, who in many 
instances is operating at usually an income level that is fairly 
Marginal. It's usually a family operation with perhaps only one 
employee, and that person does everything from washing the dishes 
to delivering the food in a restaurant or whatever. You indicated 
that that person wasS not able to enrol in your particular plan. 


Mr. Ferguson: Yes, that's right. 


Mr. Brandt: Could you expand on the reasons for that? And 
are you attempting to address that in any way to get around that? 
That's a group I have a concern about. They are not usually very 
wealthy; tney nave a marginal income from the business enterprise 
they are involved with, and they do need some form of pension 
protection. I wonder if you could address that question. 


Mr. Ferguson: Yes. This first came to our attention when 
we were setting up this plan, and the lawyer on our task force 
found that he and his partners were not qualified to participate in 
this plan. When we looked into it and talked to Wells Bentley and 
the tax authorities we found that we could set up through the 
Ottawa-Carleton Board of Trade a sister plan, which is called a 
group RRSP, a group registered retirement plan. This will be 
designed particularly for single proprietors and for the partners 
of. legal. and: accounting: firms,..and.it,could;,be for, the chap.wha@ 
runs a service station, if he's a single proprietor, or anyone 
else. Therefore, there would only be one kind of contribution in 
there: hiS own contribution, no employer's contribution. 


So we felt that, by setting up these two plans, operating 
them together and putting the money into the same pool, I believe 
very strongly that the more assets you can build up in a single 
pool the more efficiently you can manage them to get the greatest 
possible return. 


And also we believe very strongly in not changing the asset 
mix. This iS a pseudo-scientific thing that's being done. Most 
pension funds get out of stocks when they are very cheap and then 
buy them when they are very dear. If all pension funds had a fixed 
asset mix in the last 15 years--50 per cent in fixed-income 
securities, 50 per cent in common stocks--you wouldn't have found 
them going into common stocks up to 70 per cent of their total 
assets when they're selling at 20 times earnings and then getting 
Out and not buying any when they're selling at six times earnings. 


So we believe it's quite possible that we can set up a plan 
which will cover all of the possible members of a board of trade or 
chamber of commerce. Now, if they're beyond the reach of a chamber 
of commerce or a board of trade then maybe we don't have the 
complete answer. 


Mr. Brandt: Would you consider, as an example, using the 
argument that you suggested earlier, that the more volume you have 
in terms of participants in the plan to lower the unit cost--3 
think that was your phrase-- 


he 


Mr. Ferguson: Yes, that's right. 


Mr. Brandt: Mr. Haggerty raised the point about’ the 
agricultural community as an example, where you may have a farmer, 
who iS obviously self-employed. He may be the only employee, but he 
would have no reason to join the board of trade or a chamber of 
commerce or whatever. Would there be any method you could think of 
that might make your plan available to that kind of individual even 
though he wouldn't become a member of the organization? 


Lisio0. a.m. 


Mree rergusons;. There, might? be wadvantagesaait ue 6dt0.. Jorn 
the local chamber if they're also providing group life insurance, 
disability--that sort of thing--and the pension plan on top of it. 
Maybe I shouldn't say it, but I'm not too keenly in favour of big 
bodies like Canadian chambers or Ontario chambers. I think the real 
Strength of the business community in this country is in the local 
chamber and the local board, and there's no reason why they 
couldn't be stronger than they are by providing better service and 
expanding to provide these services to a greater number of people. 
I'm getting very enthusiastic about working with the board myself, 


because I'm very much impressed with what the local boards and 
Chambers can do. 


Me. Brandt; You don't ‘envisage, then, any “opportunity “for 
a nonmember to enrol. 


Mr. Ferguson: No. They have access to the various things 
offered by insurance companies and trust companies, and I don't 
think they're as good as they might be. We're going to meet with 
Opposition. As you know, the insurance industry is bringing out a 
plan this year that's “going to be handled) by about “41 daftferent 
insurance companies. They would likely be pooling all of their 
assets. They will be deciding for themselves whether a company with 
two employees can join. We think our plan is far better than that, 
but there are individuals in Canada who will have access to these 
other plans. 


Manicobas is also setting) Ups a) voluntary = plan (for small 
businesses. It's questionable how well it's going to work. I 
understand they are having some problems right now, and whether it 
will be promoted or not is a good question. Again, it will probably 
be farmed out to so-called experts who are not, in the last 
analysis, as expert as they might be. The reason why most experts 
are not so good is that they are too expert. They make a great 
pseudo-science out of a field that is so simple that it's almost 
laughable to think about it. 


Mee wchairman: Loen'’t that: true. 


Meroe iSrandt: ~ Thank . you, “Mr. Chairman.) [hat covers, our 
questions. 


Mr. Chairman: Further questions? 


If there aren't any further questions I want to thank you 
very much, Mr. Ferguson, for coming before us today. It has been a 
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very interesting and important area that you have touched upon, 
which is going to be the stOiject matter, certainiy,, of Cae 
committee's attention. We are addressing, as you know, that area 


where coverage doesn't seem to be so apparent. Again, thank you 
very much. 


Mr. Ferguson: Thank you, Sir. 





Mr. Chairman: Any further business, gentlemen? If “not® 


then the committee stands adjourned until 10 o'clock next Monday 
morning. 


The committee adjourned at 11:13 a.m. 
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LEGISLATURE OF ONTARIO 
SELECT COMMITTEE ON PENSIONS 
The committee met at 10:38 a.m. in committee room No. 151. 
CANADIAN CO-ORDINATING COMMITTEE ON MULTI-EMPLOYER PENSION PLANS 
Mr. Chairman: I will call the committee to order. 


First of all, I shouldn't say I guess I want to apologise. I 
do want to apologize for the delay in starting. Apparently some of 
the members from out of town are having difficulty getting in. 
Therefore, that is the reason for not starting off as promptly as 
we usually do. 


We have with us this morning the Canadian Co-ordinating 
Committee on Multi-Employer Pension Plans. Those persons appearing 
before us are Mr. James McCambly, chairman, and to Mr. McCambly's 
right, Mr. William Rivers from Martin E. Segal Company Limited, 
consultant to the Canadian co-ordinating committee. 


Gentlemen, we are in your hands. We now have your brief, 
which ws entered ‘as ‘exhibit.181. As I ‘say, wevare ins your hands as 
to how you wish to deal with your brief. 


Mr. McCambly: Thank you, Mr. Chairman. We appreciate the 
opportunity to appear before you and, due to the bit of delay, we 
will try to be as brief as possible in terms of going over the 
brief so that your committee might be able to exchange with us some 
views and discussion on the issues that we would like to raise. 


The Canadian Co-ordinating Committee on Multi-Employer 
Pension Plans has only been established as of recently and has come 
out of the very significant interest in pension legislation reform 
in various provincial jurisidictions and nationally. I might say 
that Cliff Evans, the secretary for our committee, intended and 
wanted to be here today but was unable to. Bill Rivers of the 
Martin Segal company, who came to do some work for us, will be 
doing a lot of the talking. As you might note, my voice is not too 
good today either. 


I would like to just identify that the brief that has been 
preparcdvais: stryings\to illustrate (the sunique characteristics and 
advantages of the multi-employer pension plans. We feel the 
multi-employer plans are practical, economical and an efficient 
method of providing retirement benefits. We have demonstrated over 
the years that our plans are able to provide a pension to employees 
who would never otherwise be eligible due to their particular 
employment situations. 


We formed this committee initially with 13 unions and met on 
December 10, 1981, in Ottawa to form the Canadian co-ordinating 
committee. We have listed here the unions that are involved at this 
particular time. I will not read them but the 13 names are there. I 
might just read briefly the purpose that we have used to describe 
our plan, and that is to preserve the economic and social viability 
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of multi-employer pension plans by promoting and protecting the 
multi-employer concept through an organized program of initiating, 
co-ordinating and monitoring the legislative process for reform in 
Canada for all participants of multi-employer plans. 


We have a list of objectives that you may wish to go through 
which I think are self-descriptive. The committee of founding 
members consists of some of the largest union organizations of 
their kind in Canada. We feel they represent approximately 500,900 
employees, and most of these employees are covered by 
multi-employer-type pension plans. 


We have contacted a good number of other unions, and some of 
them already committed to participating represent some other 
segments of ‘our economy. We are in the process of bringing in 
employer representatives as part of this committee as well, which 
is reflective of our jointly trusteed capability throughout the 
industries. Conservatively, we would estimate that there are 
probably another 250,000 employees throughout Canada who are 
employed in industries mostly serviced by multi-employer plans. 
These are the people we are also inviting to participate with us. 


As is clearly implied by the title, more than one employer is 
involved in multi-employer plans. There are literally tens of 
thousands of participating employees who contribute tc these plans 
throughout Canada. We believe there are probably in excess of 200 
multi-employer plans in Canada with assets of well over $1 billion. 
I might say that in the very near future we intend to develop more 
precise statistics as to the coverage of our plans and the depth of 
that coverage. 


It is the opinion of the committee that the existing pension 
legislation was designed to serve the needs and peculiarities of 
Single-employer pension plans. These laws are not suitable for the 
Fair and equitable administration of multi-employer plans. We have 
prepared with this submission a number of recommendations, but in 
view of the fact that our committee was just founded, we hesitated 
to submit those recommendations without going back to our committee 
and making sure they were acceptable. We are certainly prepared to 
do that in the very near future and file specifics of 
recommendations with you. 


Mr. Chairman: Mr. McCambly, if I might interrupt, those 
recommendations would deal with the reform in the legislation that 
would be necessary to accommodate your objectives? 


Mr. McCambly: I think the recommendations specifically 
would deal with the points that we raise in this submission. As far 
as the specifics of legislation go, what we would propose is that 
we would offer the services of our committee to work with a 
continuing committee or assist efforts that may be undertaken by 
your select committee or the Legislature in developing legislation. 
We would be prepared to get into any sorts of details that you may 
wish us to get into with you regarding multi-employer plans. 


Mr. \Chairman:’ T- did)anot2’twant tomwinterrupts your | train soe 
thought. It was an offer you made in passing to file 
recommendations subsequently with us. It would be appreciated if I 
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could confirm that as quickly as possible because we are anxious to 
see that there is some action resulting from our deliberations. 
Also, it strikes me, as it obviously does you, that the present 
legislation was not designed to accommodate your type of pension. 
Any suggestion you have there would be appreciated as well. 


Mr. eMackenzie: (Mro°“Chairman; <Af°°1. coulds:just=jadd. “to; that, 
if there are glaring examples of how the current legislation is not 
equitable in terms of multi-employer. plans, it might be useful to 
put that in perspective as well. 


Nr eoMcCambily:. -inesabout. twoi minutes, if" Doacan, ii-iwouldirask 
Mr. Rivers to go through some of those points with you. Probably 
the answers are self-evident, but we are certainly prepared to go 
into more detail on answers or recommendations specific to them. 


At the outset, before asking Mr. Rivers to continue, I might 
just say that any kind of legislative reform could have a very 
substantial effect on the multi-employer plans because of the fact 
that they are based on specific contributions and the plan has to 
design itself around those contributions and develop benefits based 
on the contributions for a specific period of time. 


Mr. Chairman: This type of plan. 


Mr. McCambly: That is right, and for fixed periods of 
time. We will get into that maybe in the windup and we can exchange 
some views on that. I will ask Mr. Rivers to go through briefiy the 
second and third portions of our submission to give you an outline. 


Mr. Rivers: Thankwe You, Mr. Chairman. My presentation 
begins on page 7 of our report. I think one of the objectives that 
this committee has is to create an awareness of this unique type of 
pension plan. We have coined the phrase "multi-employer." That is 
pretty well used throughout the industry. The one thing that it is 
not, it is not a multiple employer plan necessarily in the sense 
that the key to it is more than one employer, not just one employer 
with branch locations across the country. 


These types of plans have been in operation for some 15 to 20 
years, but they certainly are in many ways in their infancy. Many 
of them are just starting to show signs of maturing in terms of the 
fundingtichstheire liabilities; in termsseof ithe relationship of 
pensioners to actives and so on, but they are also clearly mea 
very strong growth stage. 


Mr. Williams: Mr. Rivers, if I could: just interrupt=!foriwa 
second for clarification, it does also include, does it not, the 
national companies that do have different operations throughout the 
country? > bYoutimentionedssSthat*theremcould® begsentirely different 
companies involved in the multi-employer situation but also the 
conglomerate, such as Inco as an example, which would have 
different facilities all around the country as well. So it is 
probably a one-company, multi-employer situation in that sense. 


Mr. Rivers: I would make a distinction for you in that 
Inco could certainly be an employer that could participate in a 
multi-employer plan, but for definition purposes we would not 
define Inco's pension plan for its hourly workers at the various 
locations as a multi-employer plan in this context. 
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Specifically, what we mean is a worker, a member of a union, 
who is employed by an employer to do a specific job, anc then in 
the next week, or two months later, he may work for another 
employer, completely separate and distinct but within the same 
industry, with the particular trade that he has. That is the clear 
distinction that I was trying to make. 
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What are the characteristics of multi-employver plans? They 
are one to which two or more, usually unrelated, employers 
contribute--I think "unrelated" is a key word there. The service 
for the participating employee is aggregated at the end of his 
working career to determine the retirement benefits from all these 
different employment situations. These plans are established 
through a collective bargaining agreement, so there is always 
labour and management participation. 


Typically, the collective bargaining agreement will set forth 
the contributions. Frequently, they will be in cents per hour or 
they may be, depending on the industry, so many dollars per week, 
Or on the basis of so many tons of coal mined or whatever the 
particular industry might be. These contributions, once defined in 
the collective agreement, are then used most frequently to define a 
benefit which will be provided, based on years of service or 
participation in the plan. 


Chairman Taylor made a- remark that they were like 
money-purchase plans. I think that it a matter of debate, one that 
I have spoken to Mr. Bentley about. Clearly, their contributions 
are defined, but immediately in most situations, once the 
contributions are defined, you then define a benefit based on those 
contributions. Perhaps they are a combination of a money-purchase 
defined contribution concept and a defined benefit concept. 


Because both labour and management participate in a 
negotiating process it is most common in Canada that the boards of 
trustees established to set up the trust fund to administer this 
pension program are represented equally and jointly by labour and 
Management to serve on the board, and they represent, of course, 
the parties to that collective bargaining agreement. The trustees 
then function under the terms of an agreement and declaration of 
trust with certain duties and responsibilities of trustees. These 
trust funds will have a chartered accountant who audits the funds 
annually. Also, there iS an administrator involved, a centralized 
administration, to maintain all of the employee and employer 
records. 


One of the distinctions of a multi-employer plan, as distinct 
from a Single employer, is that all of these employers do not keep 
their records. They simply transfer the contributions or make the 
contributions to the trust fund in one central source; it is the 
board of trustees that retains the services of an administration 
firm, a chartered accountant or whatever, to review the trust fund 
LeSelr. 
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Mr. McCambly has referred to the founding organizations for 
the Canadian co-ordinating committee. Some 13 unions initially 
Participated. The scope and magnitude, though, of multi-employer 
Plans is not just confined to the industries that those 13 unions 
are involved in. We have provided on page nine of our brief a 
summary or the employment categories. I think you will agree that 
bt isa overysbroad’filist -ofwindustriese ina whichy. -typically,ithe 
multi-employer concept is the most beneficial for the employees. 
The range covers entertainment, the pulp and paper industry, 
manufacturing, the needle trades, transportation, printing and so 
Ons 


The Canadian co-ordinating committee mentioned in the purpose 
of this committee is to make people like yourselves, the real 
architects of future pension legislation, aware of these types of 
plans under special needs and idiosyncrasies. Beginning on page 10, 
we have tried CO. SOLVE YOUF or identify, some of the 
characteristics, some of which have already been mentioned, which 
create special problems and special needs for these programs. We 
have mentioned that they originate with the collective bargaining 
agreement and with negotiated contributions upon which benefits are 
determined. 


In a typical negotiation with a single employer--and this 
might be the case with Inco, to mention your example--where there 
is the negotiated process and there is a collective agreement, the 
employer in that situation would be the plan sponsor and would take 
care of the financial aspects of that negotiated pension program. 


In a multi-employer plan, however, through the trust fund 
concept, the contributions being defined, all the financing comes 
from within that trust fund. If there does happen to be actuarial 
gains or whatever, those moneys remain in the trust fund to be used 
for the benefit of the participants of that trust fund. We think 
that is an important characteristic of multi-employer plans. Most 
of these programs are noncontributory. There are only a few that 
require employee contributions; so all the funding is done through 
the negotiated employer contribution. 


We have mentioned that most our defined benefit plans provide 
a flat benefit or defined benefit on a per year of service basis or 
some other measurable time period, depending on the industry. The 
majority are administered by both labour and management. One of the 
real fundamental characteristics of the multi-employer plan that 
really creates the necessity for them is the high degree of both 
employee and employer mobility. 


In many of the industries represented or suited to the 
multi-employer design, the employee will work for several employers 
during the course of the year and that employer himself may 
actually work in different jurisdictions. If we can cite the 
construction industry, as an illustration, an employer employing 
Carpenters, bricklayers, engineers and so on may have a project in 
Kitchener for three months and his next project could very well be 
in Calgary. So his operations would move accordingly, as would the 
workers. . 
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The trust funds themselves that are set up through the 
collective agreement are usually open-ended in concept, meaning 
that if the collective agreement is expanded or there are other 
employers who become signatory to that collective agreement, they 
can automatically through the bargaining agreement begin 
Participation. in “the trast), fund ssorcthat athe iqoining “of vasanew 
employer, while creating possibly new liabilities and so on, is 
really a simple process and can be expanded very easily. 


The scope of some of these plans--recognizing that you are a 
provincial committee--are provincial in nature, but there are some 
locals in certain cities where there is just one plan operating. 
There are regional plans covering two or three provinces. There are 
national programs, multi-employer pension plans, that have the same 
kind of benefits and the same contribution rates for ail the 
workers in every province in Canada. There are also some that are 
international in concept, because some of the industries 
represented will work in both the United States and Canada and they 
may very well have a similar pension plan, the only differences 
being the differences required by the respective legislation. 


Multi-employer plans allow many small employers to 
Participate and provide a pension plan for their employees. Many of 
them are so small they probably would not be able economically, 
without something like PURS or that kind of program, to set up a 
pension plan but, because of their size and their design, many 
small employers can participate. The employee's eligibility and 
benefits are protected or maintained while working for any number 
of different participating employers, so there is a degree of 
portability ‘or’; transfer, ability. ofjscredit;othat. -lsusimportant:.ta 
their design. 


Unique to a multi-employer plan are reciprocal agreements. 
Again, as»Va"-little bit’,.of- eindustry ssshop’ > talk, Jancreciprocas 
agreement is an instrument of portability or transfer ability of 
credits or contributions between two or more multi-employer pension 
Plans so that, because of the mobility of the employee, if he goes 
to work in different jurisdictions or they have different pension 
plans, his credits can be preserved while working in, let's say, 
the two trust funds that are participating in this special document. 


Operational stability of a multi-employer plan is important. 
With economic conditions such as we are facing today, many 
employers are looking at bankruptcy, and difficulties with the 
pension plans are caused when such happens. However the termination 
of one particular employer in a multi-employer plan does not spell 
the end of those benefits for the employees of that employer. The 
multi-employer plan continues. 
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Multi-employer plans have difficulty in compliance with new 
disclosure legislation. Not that they do not want to comply, but 
the reality is that with so many employees and employers over such 
a large geographical area much of the data is not’ easily 
attainable. This is a special problem for multi-employer plans that 
we think is unique and should be recognized. 
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Continuous service with one employer is very unusual. Service 
within one industry, however, is quite common. This is_ one 
important characteristic, and one we have had a great deal of 
difficulty with in compliance and interpretation with the existing 
pension legislation. These employees just do not work for one 
employer throughout their lifetimes as many of us do. 


Termination of employment is not easily defined, especially 
by a board of trustees, aS an employee can work for a dozen 
employers in a single year without actually terminating from the 
work jurisdiction of those various employers. Employer 
bankruptcies, which often leave an employee without contributions 
to the plan, even though the hours were worked, are a mayor 
problem. Regular monthly contribution on delinquency by the 
employer is also a problem that is faced and is unique and which we 
think requires legislative attention. 


The size and complexity of these programs requires a 
sophisticated administrative system, and controls on the employers 
making the necessary contributions to the plan are very difficult. 
Special recognition should be given there. 


In summary, almost all of these characteristics of 
multi-employer plans could relate in some way to the existing 
legislation that is in force in many of the provinces. We have 
talked about characteristics that affect termination, that affect 
vesting, that affect funding, disclosure, delinguency, 
administration and transferability. We think any new legislation 
emanating from the efforts of this committee should recognize these 
unique characteristics. 


The Canadian Co-ordinating Committee on Multi-Employer 
Pension Plans thinks that there are real benefits in multi-employer 
plans. They are working and they are providing much needed benefits 
to individuals who otherwise, in the normal course of employment, 
would not have such benefits. It is the committee's desire and 
objective to make sure that these plans are maintained within the 
legislative process, and we encourage special legislation to meet 
those objectives and needs. 


The first section of the brief has to do with the committee's 
suggestions on legislative requirements. Mr. Chairman, this will 
refer to your question of Mr. McCambly of a moment ago. What we are 
trying to suggest is that because of, not necessarily the haste, 
but the ability to meet with the Canadian co-ordinating committee 
since’ its. founding, to actually. try to «get, some =,consensus, on 
legislative change has not been practical. 


These ideas are just a brief synopsis of some of the more 
important ones where we do not think there is any sort of 
dissension amongst the ranks. It will give you some of the ideas 
that we think are important in any new legislation. The committee 
would be happy to follow up on that in more detail. 


Starting at page 16 of the brief, defining multi-employer 
Plans is important. Recommendation 90 in the royal commission 
report certainly supported this idea. As a starting point, defining 
just exactly what kind of plans we are talking about is pretty 
fundamental. 
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Recognizing the board of trustees as an employer, we think 
would be very beneficial and bring about some ease in 
administration and interpretation. lt. is” very? ditizcult: towtry 3te 
apply the existing legislation to each of the employers that 
participate in a multi-employer plan because really it is the board 
of trustees that is responsible for the administration of these 
programs. We think the onus for compliance should be on the board 
rather than each of the employers. 


On the vesting issue, the royal commission and the first 
report of the select committee support a more liberal vesting 
provision of five years with no age requirement. Many 
multi-employer plans have already recognized the need for earlier 
vesting from what is now mandated. The committee generally supports 
the principle of earlier vesting and, in particular, the five years 
of service, no age concept. 


Termination of employment and vesting servic: In _ single 
employer plans it is very easy to determine whether a participant 
has terminated since he is either still employed or not employed 
with a particular employer, which is not the case in most employer 
plans. We have talked about the employee mobility that complicates 
this particular area of employment. On the two phrases in the 
existing legislation, continuous service and plan membership, their 
application to a multi-employer plan for entitlement to vested 
rights is really quite vague and ambiguous. One idea we would 
suggest for amending legislation would be to not define termination 
of employment with one participating employer, but rather 
participation with employers within the industry be the criterion. 
Just because he stops working at one location does not mean that 
all prior credit should be forfeited. 


Another suggestion we might submit for vesting purposes is to 
define service in some way for vesting so that, for example, a 
minimum number of hours worked per year within the industry or with 
all of the employers under one particular plan would make it easier 
and provide some more equitable basis of defining vesting and 
service towards vesting. 


Suspension of pensioner benefits: Unlike single-employer 
plans, where usually termination or retirement is a very clear-cut 
thing, in multi-employer plans, by the very nature of how the 
employees of these plans get their employment, they can withdraw 
from the plan and take retirement, but yet return to the work force 
while still drawing their pension. The legislation does. not 
recognize some of the things that some plans have introduced to try 
COVCONCFOL tivo: 


Eiabidlityreeand ‘defierencysi fundingey, Tors gqoisedbacikeento the 
negotiated nature of the contributions, which in many instances, as 
we have mentioned, do define the benefits that those contributions 
will support, there are problems and difficulties here. If 
experience deficiencies arise in the middle of the collective 
agreement there is really no place to go get the additional money 
necessary to fund these deficiencies. One possible solution to help 
get around this difficulty in some way is to permit these 
deficiencies to begin to be funded at the expiration of that 
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particular collective bargaining agreement. This would give the 
parties the opportunity to renegotiate the contributions and try to 
meet the new funding that has been created by the deficiencies. 


Delinguent employers are another area where the committee 
would like to suggest new legislation deal with. Delinquent 
employers are those employers who do not make the required 
contributions to the trust funds in accordance with the collective 
bargaining agreement--excuse me, we are on page 20 at the moment. 
The employers not making these contributions, for whatever the 
reasons may be, do present problems for the board of trustees in 
meeting the solvency requirements of the trust fund. The board of 
trustees does have the responsibility for that solvency, and the 
collection and the dealing effectively and promptly with delinquent 
employers are a very serious problem. 


This committee would support the concept that the board of 
trustees have the ability through law to deal with delinquencies 
and that any legislation should provide a concise, effective and--I 
would underscore--prompt ability to collect these outstanding 
moneys. 


The final suggestion of the committee at this time would be 
for uniform legislation. Whatever this select committee in Ontario 
can do to foster the idea of getting us back to where the industry 
was perhaps 10 years ago with uniform legislation would be 
certainly welcome by this committee. 
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The very nature of multi-employer plans, with employee 
mobility throughout the provinces, is a great problem to the board 
of trustees in designing programs to meet all of the various 
differences that exist now in the provincial legislation. So 
uniformity would be welcomed. I would like now to come back to Mr. 
McCambly for some concluding remarks. 


Mr. _ McCambly: Ln: ~eCONGLISiION, ~INGn ep Will. gmake. Tt ae prier 
because Ll am not sure what time we have considering the time we 
started. 


MraetChairman: ‘We “care ‘igoingié toy allow) some: jlatitude, Mr. 
McCambly, because it was through no fault of yours that we were 
late getting started. 


Mr. McCambly: Fine, thank you. I think the DOLnLS se cuas 
have been made fairly adequately cover the issues we would like to 
bring to your attention. I do not think I can emphasize strongly 
enough, though, that the people who have developed the 
multi-employer plans throughout the industries that we are talking 
about are very proud of what they have done. 


The Oar icouLsy in establishing pension plans and 
multi-employer plans is that you do not start out with a Utopia. 
You have to work on a contribution, decide on a contribution 
through the collective bargaining process and then turn that over 
to trustees to see what they can do with it in order to provide the 
best benefits they can with that amount of money. Over a period of 
AueV.Getabor istwo..0r, three. ory five oveansjeetne abenefits improve and 
increase. 
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The difficulty with legislative requirements for benefits is 
that puts quite an unusual or new onus on the trustees to live with 
whatever those changes may be because they do not really have any 
control over: 'the-:contribution:. It: rvecithe -collective obargaining 
process that controls the contribution. Every kind of benefit costs 
money and the priorities are then the decision of the trustees. 
That is where the legislative input becomes quite a problem. 


I think I can assure you without any question that all of the 
people who are involved in the multi-employer plans are desirous of 
getting the best possible pension benefits they can. Whether that 
be lower vesting or survival benefits or whatever other 
considerations one might call benefits, the problem is that they 
are working with a fixed contribution. I just wanted to run over 
that again because it was touched on earlier, and it is something 
that is of particular interest and a problem to the trustees who 
administer the plans. 


Mr’. * Mackenzie’: ‘Could’ ’I?* Just “interrtpt for’ a™ secona; 77 Mes 
Chairman? Do you make an effort when you are setting up 
multi-employer plans to suggest levels of contributions and 
Standardization of benefits? I realize the difficulties that you 
told us about. Is there an effort made for the plan itself to do 
this? 


Mr. McCambly: I would say generally not. Generally, it is 
a mutual desire of employees represented by the union and the 
employers at the bargaining table to set aside some moneys for 
pension benefits. It may be that the amount of money might be 
determined jointly, or it might be determined within the bargaining 
agent, but anyway it is fixed. Then a board of trustees is 
established. In every case I know of that is never a large amount 
of money to start with. 


It would be nice to have $2 per hour worked going into a 
pension plan. Then you could build one that would be just terrific, 
but you never get that because no one would ever start a pension 
plan .thatiway. It “isvausually started’ wrth *10 oreeboeor.25ecents an 
hour, and you get the trustees established and the thing started. 
In the next agreement you improve on those benefits and expand 
them. 


As a result, we have people within the industries we are 
representing here today who are in the throes of starting pension 
programs, some who have started them--and they are at the very 
formative stages--and some who have very good plans. They have been 
in business for some time and they are very proficient and have 
proceeded a long way. All of them are looking for the same kind of 
end results and objectives, but it is a question of how to get 
there. The important thing that I believe this committee should 
realize is that multi-employer pension plans have been able and are 
able to provide pension benefits for thousands and thousands of 
people who otherwise would not be eligible to have pension benefits. 


For small employers, first of all, if they had the desire to 
provide pension plans, it probably would be an impossible situation 
for them to put them together. In industries where people are 
moving from one employer to another, it is simply impossible, 
within an industry to put together a plan that would serve the 
interests the way the multi-employer plans do. 
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Mr. Chairman: Does province-wide bargaining assist you in 
the allocation and determination of amounts £Or pension 
contributions which might be more universal in nature? 


Mes wMcCamblys: Withisjsca esprovincers il.) sam-dyceritain, jc. does 
that. It sets the stage for more universal contributions. However, 
there are some organizations that have had province-wide plans in 
existence; there is that kind of variation. 


Mr. Chairman: There are some unions, I: gather.,;.. which 
negotiate a pay package without distinguishing how much of it will 
be allocated for pension contributions. The electrical workers were 
here, for example, and indicated that they negotiate a pay package 
and may deduct anywhere from 50 cents to $1 an hour for their 
pension contributions. That is really an employee contribution in 
Patek e sovss part iofiehis:- wages... I-*suppose.. thates,is-/ani. absolute 
recognition of pension moneys being deferred wages, because it is 
precisely that. Are there many of those instances? 


Mr. McCambly: I don't think they are very high in number, 
but there certainly are those cases. The point there that is 
important is that something that comes under the collective 
bargaining. process, be it joint or withinbithe? scope of = the 
jurisdiction of the union to do that, it is within the bargaining 
process. It is only after that point that it comes into the hands 
of the trustees. 


Me.emChanrman: siWhatiacl .wasSaatrying Ttoseagetr “atinwas hawho 
determines how many cents per hour will be allocated for pension 
moneys? 


Mr. McCambly: There are two different ways of doing this. 
It is done by the bargaining agent or it is done jointly with the 
employers and the bargaining agent. 


Mr. Chairman: But there are some cases where the union 
itself would determine that, are there not? 


Mr. McCambly: There are some. 


Mr. Mackenzie: That's a package--so much would pay for 
health insurance and so much for pension contributions. 


Mr; Chairman: What I am leading to is, should there be 
some uniformity or consistency where the allocation is at the full 
determination of the union, not arrived at through collective 
bargaining? Should there be some minimum amount of contribution 
mandated? 


Mr. McCambly: I guess we would prefer that there not be 
anything mandated in that regard because that really becomes an 
intervention into the bargaining process. However, I recognize that 
if there are to be minimum benefits, then there probably needs to 
be a minimum contribution. 


Mr. Chairman: When there is a certain amount of money in 
mind to be allocated for pension purposes, surely there should be 
some follow-through on that, notwithstanding an employee's 
immediate interest, which may be not to worry about his pension. 


PZ 
Ds 2 Owe. Me 


Mr. McGambiy +s? (Yes; ebut ywhen syourrare starting a plan and 
thinking of what you would like to do and how much money that might 
take, you still have to get into the actuarial accounting as to the 
age of the people in the plan. All these factors will then affect 
the actual amount of benefit you may be able to acquire with that 
particular group of people and that particular contribution. 


Mr. Chairman: I was thinking maybe of some minimum 
standard in terms of money contributions. 


Mr. (MackenziesUMr. Chairman, “if. 14 could) justeicontinuesion 
with what you have asked there, when I asked if you people made any 
particular recommendations, that was what I was getting at. How 
much of an interference would it be if one of the recommendations 
was that a floor or a standard or a minimum was required? What kind 
of problems does that create and how seriously would you be opposed 
to setting such a standard, which might become the floor, when the 
various groups may or may not want something better? 


Mr. Rivers: Would thisiaepe a benefit standard or a 
contribution standard? 


Mr. Mackenzie: The two do not necessarily follow totally, 
but you might have to set a standard at both levels. I suppose that 
would allow some adjustment if necessary. If we could get some kind 
of uniformity is what I am thinking. There has to be some standard 
set if, as one of the components, multi-employer plans are going to 
be part of the answer to pension problems, or to the lack of 
adequate pension income. 


Mr. McCambly: I am sure if there were a standard, it 
would probably be a relatively low standard to the industry, so 
those plans that are in existence probably would not be affected. 
However, when a new plan is starting, it could have quite an effect 
because, as you mentioned, what you are doing is taking a part of 
the pay package and setting it aside so it is no longer take-home 
pay or no longer in the hands of the employee to buy groceries et 
cetera. So that becomes quite a heavy decision, if we might be 
talking about a substantial contribution out of the normal pay 
package to provide for a pension scheme. 


Mr. Mackenzie: Given the age make-up of the work force, 
contribution from one group might not buy as much or might buy more? 


Mr. McCambly: That's for sure. 


Mr.) Williams:s.2. thave a,.couple.of questions,fifts might: 
You make reference to the board of trustees that would be set up to 
act as the overseers of the plan for that particular industry, and 
then you mention that, in turn, the board would hire certain 
specialists, such as an actuary and a chartered accountant, and 
would employ an administrator. In practice, is this administrator 
usually a private firm that specializes in handling trust funds, 
pension funds and so forth so that they would be the day-to-day 
managers of the fund reporting back to the board of trustees on 
what is happening? 
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Mes teRivers<:* That). issvonercof! the: practices | sused . in\;the 
industry. The other alternative is for the board of trustees itself 
Poa nbre rane Mindividual:.Jorsvindividuals® .iand: oseteiupmidts © own 
administrative record-keeping facility. 


Mr. Mackenzie: To work in-house? 


Mr. ceRivers: 2:-Thati«.reraicorrect’.. .Justeslbikeptanmemplover: would 
keep his records. ite. can.ceither, farm out sthose wservices: ato. an 
Organization that provides them or retain its own. 


Mr. Mackenzie: To date, which has been the more common 
practice of those two options? 


Mr se sRivers:):. 1, hate,.to answer: it. with ."ite depends," ..but 
certainly geography has dictated. In Ontario, the former option, 
farming out, is the more prevalent practice. In parts of the west, 
you will see evidence of more in-house administrators where the 
trustees themselves are doing it. But both exist in all areas. If 
you are looking at pure numbers, there are probably greater numbers 
of the former in Ontario. 


Mr. McCambly: In either case, the responsibility of the 
administrator is the same as that of the trustees, whether it be 
in-house or hired out. 


Mr. Williams: It is just a question of mechanics really. 


As you point out in your brief, while the royal commission 
does deal “with multi-employer. ‘plans, it’ “doess¥soeuin sa “rather 
succinct fashion, andspeI +°guess® “wel really yionlyaanhave sstaree 
recommendations that deal specifically with that subject. It seems 
to me that recommendations 90 and 91 certainly deal specifically 
Wich eecomemMor Mithe: ‘points you «have: @ralsedvaiie vthink Jini those 
recommendations they provide specific ways of dealing with those 
problems which are consistent with what you yourselves are 
recommending. 


With regard to recommendation 92, while they again identify a 
third problem, I don't think in that case they are offering the 
specific answers to the problem that they see, and that is probably 
where a great bulk of your concerns rest in that particular area. 
It deals with the service-based benefits and some of the problems 
you have identified in your brief. 


For instance, aS mentioned by the chairman, we had one of 
your committee members in just the other day, I guess Thursday or 
Friday last, from the International Brotherhood of Electrical 
Workers, who highlighted the nature and unique situation dealing 
within nud tit-employersmSome of atthe: ditfiicultiestmare uthatm there 
appeared to be certain legislative impediments that exist that 
really prejudice the employees working with a multi-employer. By 
the very nature of these multi-employer plans, I can understand why 
a large percentage are of a noncontributory nature, but apparently 
in that given that situation, as I recall--Mr. Bentley, you can set 
me. straightemem ieyeanm-incorrect--'ebys meason of their being 
noncontributory, they were not able to be registered as pension 
plans. Was that correct? 
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Mr. Bentley: They hadn't set up a pension plan. All they 
had negotiated was a certain rate of return which, as you know, 
flows down to Denver or something of this kind under’ that 
particular plan. Their major concern was that they could not enter 
into reciprocal agreements with other multi-employer plans because 
they had no plan to accept the transfer of contributions from a 
multi-employer plan to their local because they have no vehicle 
which would permit the transfer in of these. 


Mr. Williams: So it wasn't the noncontributory feature, 
it was the international feature of these plans that prevented the 
registration. 


Mr. Bentley: And the national situation. 
Mr. Williams: I see. 


Mr. Bentley: These gentlemen have plans which provide 
benefits. If you are going to allow the money-follow-the-man 
principle, the only kind of an agreement you could enter into is 
with another multi-employer plan which carries on the same 
principle, that is, that there shall be a pension at the time the 
person is eligible to retire or to receive it. For a local which 
does not negotiate a pension plan, there is no vehicle for the 
transfer in of or the receipt of any contributions from any other 
multi-employer plan. 


Mr. Mackenzie: Probably partly of their own making. 


Mr. Bentley: That is right. This was the argument they 
were presenting. Why couldn't that money earned in Sarnia, where it 
would be under a multi-employer situation, be transferred back to 
the local here, which of course makes it impossible. You could not 
enter into an agreement where there is not another pension plan for 
you to enter into. That would exist whether there was a law or not. 


Mr. Williams: I certainly think the committee is grateful 
to your committee for coming before us to highlight the unique 
problems within the multi-employer plans, because up until last 
week with the IBEW and yourselves I don't think we really had 
recognized just the complexities and unique difficulties that exist 
in your given type of situations. I notice you have also approached 
some of the employers involved to try to get them to sit down to 
work with you on a co-ordinated basis and as representatives of the 
different employers in those industries across the country. How far 
have you progressed in those discussions? 


Le 30am. 


Mr. McCambly: We have approached some employers and _ some 
have accepted. We are just in the process of contacting others. The 
employers who have been working with us in various regions over the 
years are quite receptive to participating. They are clearly as 
concerned as the unions about the lack of information--the lack of 
awareness--of the concept and the operation of multi-employer plans 
that you mentioned in the report on multi-employer plans. 


se: 


Quite frankly, we appreciate that, but we believe, and it 
would appear, that in the various jurisdictions across Canada there 
has been very little recognititon of multi-employer plans. I 
suppose that points out that maybe we collectively have not been 
doing our he yeyt that we have been building and developing 
multi-employer plans tothe ~point that. ‘they ” are’ -2now* a’ very 
Significant factor in the industry and yet the people are not aware 
of them; and the legislation that has been in existence for years 
that you are talking about reforming has not been cognizant of 
those peculiarities of multi-employers. That is part of our reason 
for existence. 


MGnae Wari ams.s: Certainly il. think. Ontario) 4nesparticulare.in 
this given case, if the pension commission direction is given, will 
have to tighten up the legislation as it exists under the Pension 
Benefits Act, or whatever, to deal with some of these specific 
examples you have cited, where ambiguities or uncertainties exist 
under present legislation that really don't appear to be dealing 
directly with these given problems you have cited. 


I guess one example is the employer bankruptcies. How do you 
keep tabs on whether the employer has been keeping up the payments? 
Once they have gone bankrupt, what can you do to recover the hours 
worked by the employees? The contributions aren't there, 
unbeknownst probably to the board of trustees until it's too late. 
What remedies can be brought about to ensure that this kind of 
thing can be legislated against? 


Again, the IBEW gave us some examples. I think it was 
actually one of the witnesses before us, who had worked in 
different provinces and had money running from two figures to four 
figures sitting in funds in different provinces around the country. 
He can't get his money out and he can't have it transferred to be 
put into an RRSP or whatever. It is money he has no access to. It 
highlighted in a very dramatic way part of the problem they are 
confronted with. 


Mr. McCambly: TEey Damion  so0incowroul. withe *irecard ato 
bankruptcies, they did suggest that it is a problem for our plans 
to collect moneys from a bankrupt situation because of the 
responsibilities that are there for the trustees. However, with the 
multi-employer plan we are in 500 per cent better shape than a 
single employer plan because the benefits that are accrued are 
there and are locked in for that employee and he is not going to 
lose what is there. The only problem is to get that additional 
contribution that may have been lost in the last month or two 
months, just at the time of bankruptcy. 


In fact, with the numbers of bankruptcies that are happening 
in Ontario and Canada today, I think the multi-employer plans are 
able to provide a maintenance of pension that single employer 
plans just can't do. We do have some problems--I'm not saying we 
don't--in trying to collect that money. In the meantime, what has 
happened in the last six months, year or two years is locked into 
the plan and there is no chance of losing those benefits. 


16 


Mr. Riddell?” 1--am* sorry “for --arriving * Laee.s= somessot us 
have to travel a long distance to get here out of the country that 
is still for the most part snowbound. I was held up by a rather 
serious accident ~ that’ “occurred on ~ a>“ road? “that* ~had= not} -peen 
ploughed. That is the reason we were not here when you started. 


I glanced through your brief. You have focused in mainly on 
multi-employer plans, and that is understandable as your committee 
is dealing with this. I see in your brief that you are a committee 
that represents large organizations and you have had discussions 
with several unions at your inaugural meetings and things like 
this, but I am a little surprised that when we have representatives 
from unions appear before this committee they feel any enrichment 
of any kind of pension plan should be in the Canada pension plan. 


They made very little reference to multi-employer pension 
plans and yet you have met with unions and you seem to have the 
unions' blessing that this is maybe the route we should be going. 
Yet they come in and say, "No, the route we should be going is the 
Canada pension plan." 


Mr. McCambly: I don't know just who "they" and "we" are. 


Mr. Riddell: I am talking about representatives of the 
unions. 


Mr. McCambly: Let me assure you the unions that 
participated in the founding of this multi-employer pension plan 
committee are making representation to you on the basis of the 
Private pension plans that they provide. We are not making any 
representation with regard to CPP or the Quebec pension plan or 
whatever. I am not saying there should not be changes there. We are 
not as concerned about that as some other people might be, because 
I guess a good lot of our unions have done a good job. They have 
provided pension benefits. 


That is not what we are here before you to argue or discuss. 
But we want to be sure that the continuation, the perpetuation and 
expansion of our ability, collectively with employers, to provide 
private pension coverage is enabled through legislation. That is 
what we are here for. We have not made any mention in the 
submission about public pension coverage. That is another matter 
altogether. 


Mr. Riddell: I understand that’ ‘but "rf Iwas “aeked “to "ash 
you to share your views with us--and this is the determination that 
we are going to have to make as a committee--do we focus in on 
private plans or do we recommend that we enrich the Canada pension 
Plan, double the benefits, leave the private sector alone and go 
strictly the Canada pension route? Would you share your views with 
us on that? 


Mr. McCambly: Again, the most important thing to, us “2e 
that the recommendations of your committee do not impede the 
expansion of the multi-employer plans and their ability to provide 
the kind of coverage for those people who are under them that the 
participants feel are appropriate. 


A ae: 


Mr. Chairman: If the benefits under the Canada pension 
plan were doubled, do you see that as a move that would impede the 
expansion of your particular type of plan? 


Mr. _McCambly: I believe they are compatible; if there was 
an expansion of public plans, whatever the rate would be should be 
compatible with augmenting by private plan coverage. 


Mr em Chairman:..~ Do... \you, see. that» ‘as. competing sawith, -your 


plans in any way, competing with the enrichment of your particular 
evpe io£f plan? 


Mian McCamblyen ait. Ss); ald. ..contributions.. Ourte .frankly, «al 
think possibly we would be able to handle those contributions in a 
move ccerficient. (way: than. .others;.might.do:.. but. ithat .is gust .an 
individual observation. The question of whether there needs to be 
greater public coverage for everyone is a social question. We are 
looking at the social livelihood of those members we represent and 
are able to cover through our unions. 


I am quite certain the objectives of retirement benefits of 
the plans under the unions that are participating are greater than 
they would be under a public plan. It would be possible under a 
mublLic lplan. 


wLe40 arm. 


Mr ariddell:..J1; would ybe inclined «toe think. stheya would. inoe 
be compatible because they tell us that if the benefits are to 
remain as they are now, by the year 2003 we are looking at about a 
nine per cent contribution. If indeed we double the benefits, then 
by the same year we are looking at a contribution rate of 18 per 
cent. When you talk about an 18 per cent contribution rate on top 
of the contribution they would be making in your private plan, then 
there is going to be a time when the worker says whoa. 


I would have to think they are not compatible. I realize your 
main purpose is to try to encourage the adoption of multi-employer 
plans, but by the same token we as a committee are going to have to 
come to grips with this. There is a difference of opinion on the 
part of this committee. There is no sense denying it. Some members 
feel we should be going the Canada pension route. Other members 
feel no, we should be trying to encourage more employers to get 
into their own pension plans. Here we are caught in between trying 
to make recommendations as to which route we should go. 


Mr. Rivers: Mr. Chairman, I think your observation that 
within your committee there is a distinction in philosophy or 
approach or outlook that, without getting into all the details, the 
labour organizations and the management participants who are 
supportive of this committee clearly are looking at the alternative 
of the private system continuing and that their programs which have 
solved their problems should be strengthened by specific 
leaqislation«. Thatedc.GeLinitely  wsthes Chroust Ot aacnisawDiwert. with 
recognition that there are other distinct labour organizations 
which may not share that same philosophy. 


Some of those other labour organizations do not have the 
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employment characteristics that are prevalent with these 
organizations. One of the first questions asked this morning really 
cited that. There are employees who work for one employer in one 
location and work under a collective bargaining agreement and they 
are different. Their whole employment patterns are generally 
different from the people who are represented by the organizations 
that are supportive of this committee. 


Mr. Riddell: I would personally like to see us stay with 
the private sector and in optional plans through the government. 
But here again, the question I continue to ask is how do you 
encourage employers to get into their own pension plans? Do you do 
it simply by moral suasion? Do you do it by government threat that 
we are going to mandate? Or do we leave it to you people to meet 
with the various employers and try to push your multi-employer 
pension plan system? 


Mr. McCambly: I might say the fact that we put together a 
committee and called it multi-employer pension plans is not 
accidental because the opportunities that exist through 
multi-employer plans, we feel, are substantially more than can be 
achieved through a single employer pension plan. There are 
substantially more. There is just really little comparison. 


I think that could account for some difference in attitude as 
to whether there should be another alternative, because I think 
there are people who are involved with single-employer plans that 
just do not have nearly the faith in those plans that we do ina 
multi-employer concept. Like I say, we are proud of the plans that 
we have put together. 


There is no question but what with the figures that are 
projected--I presume they are right as far as demographic 
projections are concerned--that pensions, either public or private, 
are going to be more difficult to finance in the future than they 
are now, So, with an increase in public funds, that would be 
competing for contributions to private funds. It is not arguable. 
However, I do not have a position I could convey on the part of our 
committee as to what should happen with public programs. We have 
only geared ourself at this point to deal with what we have and 
what we would like to provide, which is multi-employer plans. 


Mr. Chairman: Gentlemen, we are running behind time. As 
you know, we have another delegation that was scheduled for 11:15. 
However, Mr. Mackenzie has indicated he has a question. 


Mr. Mackenzie: It is a very short one. I was wondering if 
you have thought through how you might provide a little more ease 
of information, which I gather is one of’ your problems, the 
providing of employees with the information as to exactly where 
they stand in the multi-employer plans. 


Mr. Rivers: That question ties in with one final remark I 
wanted to make, if I could. We said that disclosure was a problem 
in complying with the legislation that has been presented, and part 
of it is just the administrative mechanics of a multi-employer 
plan; there are delays that single employers do not experience. 


ag 


If an employee works in December, the administrative process 
of getting that money and recording those hours of work does not 
get into the trust fund system until the latter part of January or 
early in February. There is a built-in 30 or 45-day delay in the 
whole process. That creates problems with disclosure. 


As for the part that ties in with the other remark I wanted 
to make, I think one of the real reasons this committee and the 
people it represents are, in effect, advocating the continuation of 
multi-employer plans through the private system, and the request 
for help from you with legislation that meets the needs, is that 
the employees themselves, through their employers and through their 
unions that represent them, administer and make the decisions on 
the pension plans so the employees feel they have a say in the 
process. Some of the trustees who sit from the unions are, in fact, 
the individuals who negotiate the contract and are the business 
Managers of the local unions. 


Mr. Mackenzie: You are, in essence, dealing with 
construction unions, which are a pretty different setup from the 
industrial unions. 


Mr. Rivers: Yes, construction or others--the retail 
industry, the printing industry, the transportation industry or 
service employees. The fact that there is a trust fund set up with 
joint representation means the employees out there have 
representation in some way in the decision-making process, and they 
feel good about that. That has helped in the multi-employer plans 
to produce more disclosure to the beneficiaries of these trust 
funds than may be the case in many single-employer situations. The 
difficulties are more in compliance with timing than with making 
the information available. It is more of a detail, administrative 
chang . 


Mr. Van Horne: We have had some witnesses say to us that 
very young employees, new employees, are reluctant to get involved 
with any pension scheme--the cost of it is too much, they have 
commitments for automobiles and mortgages and other things. Do you 
have any views on a waiting period, or a period of time in which 
they would be free from being part of a program, or do you see them 
becoming involved automatically at the beginning of their 
employment period? 


Mr. McCambly: I think without exception in*sour-wplans;, 
every employee is treated equally, regardless of age, in terms of 
contributions. Naturally a teenager going into an industry has a 
longer time to wait before receiving retirement benefits, but who 
knows now what you may need to provide for that person 20, 30 or 40 
years down the road. It could be extremely substantial. 


T “would ‘say’ that all of “our*/plans® treat every individual 
equally in terms of contributions when they go in, and the same 
applies in terms of vesting or plan vesting. The age is not 
important, it is the years of participation that are important. 

N14 50Ma om 


Mr. Chairman: Thank you very much, Mr. McCambly and Mr. 
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Rivers. We certainly enjoyed your presentation this morning. It has 
been very instructive and very helpful to us. 


Mr. McCambly: my appreciate bt; and we are at your 
disposal if we might be helpful in any other way. 


RETAIL COUNCIL OF CANADA 


Mr. Chairman: The next delegation is from the Retail 
Council of Canada, and Mr. McKichan is the president. Please 
introduce your delegation. 


Mr. McKichan: Mr. Chairman, members of the committee, it 
is a pleasure to be before you this morning. On my immediate right 
is Mr. Allan McNeill, who is chairman of the employee relations 
committee and personnel manager of Simpsons Limited; on the extreme 
left is Mr. William McCall, who is manager of pensions and 
insurance for the Hudson's Bay Company; on my immediate left is Mr. 
Ross Rigney, who is national manager of policies and benefits for 
Simpsons-Sears Limited. My name is Alasdair McKichan and I am 
president of the Retail Council of Canada. 


Mr. Williams: Mr. Rigney is becoming a fixture around 
here. This is his third appearance, is it not? 


Mr. Chairman: It may be, but he has more intelligence 
than that, Mr. Williams. 


Mr. Rigney: Living in Toronto you can be _  shanghaied 
easily: 


Mr. McKichan: I would like to read a short resumé of our 
submission and add a couple of new points which have arisen since 
we filed our written submission. 


The retail council is pleased to have this opportunity to 
appear before the committee. You have had before you for some time 
the comments we submitted on the first report of the committee. We 
do not intend to reiterate in detail the points we made then; we 
would simply reinforce some of our more heartfelt observations. 


1. Our comments on the provincial economy and its likely 
fragile nature for the short-term future are, in our view, just as 
apt now as they were when these comments were first written. In our 
trade at least, we see a very difficult first half of 1982, with 
the hope of only a gradual recovery after that. This would be a 
very bad time to impose new costs on an economy lacking in 
confidence already. 


2. We do emphasize the lead times which are necessary in 
relation to the reform of pensions and the very careful study of 
implications which is required because of the complexity of the 
subject. 


3. The proposal in relation to vesting is, of course, 
desirable in principle. You will see we suggest a system of phasing 
in, again looking at this development from a cost point of view. 


rm 


4. We touch on the system to be utilized for the calculation 
of interest on refunds to be made on the termination of employment 
of unvested employees. We commend the type of approach taken in 
Saskatchewan on this. This raises the point of achieving uniformity 
in provincial legislation. We know the difficulties such a project 
entails. We feel, however, if we are sincere about encouraging 
mobility of employees from jurisdiction to jurisdiction, this is an 
area where uniformity would be especially important. 


5. We seek clarification on the committee's recommendations 
in relation to recommendation 10. We were not quite sure whether it 
waS a scheme to be controlled by government, or simply a scheme 
regulated by the federal government. 


6. We note the difficulties of establishing a mandatory 
requirement for representation on the controlling body of pension 
funds. Because of the difficulties, at least those apparent in our 
industry, we suggest encouragement rather than compulsion. 


‘hae We express the same sentiments in relation to 
recommendation 16 dealing with the augmentation of benefits for 
retired members' plans. 


SamnNeOaceek, Clarleication., tne relat Lonetomene scCOnStruceion-.oL 
recommendations 10, 11 and 16. 


9. We have reservations in relation to the excess interest 
recommendations intended to deal with inflation protection. Our 
views on this are broadly analogous to those recently expressed by 
provincial Treasurer Frank Miller. 


10. We see an overall risk that if minimum standards for 
private pension plans are established at too high a level, some 
employers, DarriCcularly those in situations of Marginal 
profitability, may with perverse effects elect to discontinue their 
plans altogether. This of course is the very reverse of what we all 
wish to see happen. However, we suggest it is a risk. Such an 
eventuality would certainly stimulate governments to a much more 
active role in the pension field with all the negative economic 
effects which that portends. There is obviously a need for some 
fine balancing. 


There are two other subjects we should touch on which are not 
alluded to in our first written submission: (1) the availability of 
pension plans for the employees of small employers in our industry, 
and (2) the treatment of part-time employees. 


So far as plans for small retail employers are concerned, 
over the last several months the independent stores committee of 
the retail council has been investigating the possibility of 
council offering a uniform pension plan adapted to retail needs and 
accessible to all retailers in Canada. We have progressed far 
enough in our investigation to conclude that the operation of such 
a plan is indeed feasible and the recommendation is being made to 
our board to proceed with its formulation. 


The existence of this facility should encourage more retail 
employers to offer pension coverage to their employees. The plan, 
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being of the money-purchase variety, should be easy of 
understanding and administration that would provide employees with 
a reasonable choice of investment vehicles. We expect the plan to 
be estabished by the first half of this year. 


Second, in relation to the treatment of part-time employees, 
in its first report the committee raised the issue of part-time 
employees. This industry is a substantial employer of this category 
of employees and it may be. useful to the committee to have the 
experience of some of our members on the subject. 


First, we believe it is important to recognize that the work 
patterns of part-time employees vary substantially and it is 
probably wrong to attempt to classify all employees who work less 
than a regular work week in one category. Within the distribution 
industry many companies have established two broad categories of 
part-time employment. 


The nomenclature used is different, but broadly speaking they 
might be classified as "regular" or "permament" part time, working 
a substantial number of hours per week usually in a preordained 
schedule, and "contingent" employees employed with varying degress 
of regularity but with the overriding characteristic that the 
employee is considered free to decline offered hours of employment 
at any time while the employer is not obliged to guarantee a 
Minimum number of hours of work. 


Within this last classification there are often subsets. 
Individual employees may maintain a work schedule with reasonable 
regularity but may be employed for substantially more hours during 
the peak retail periods, such as pre-Christmas, particular 
promotional events, et cetera, and such employees may also elect to 
be away from the job altogether for extended periods, such as 
during the summer when dependants, relatives or themselves are on 
vacation. The contingent work force will also include those with 
very Slender attachments to a particular employer, such as students 
working occasional evenings and Saturdays during the academic year, 
and contingent employees replacing regular part-time or full-time 
employees who are on vacation and so on. 


Some retail employers offer the option to participate in 
pension plans to regular or permanent part-time employees. Not many 
extend the same opportunity to contingent employees. Experience 
with the interest in coverage of regular part-time employees seems 
to vary substantially by company, ranging from reasonably high to 
rather minor. Where no interest is expressed the employee concerned 
is usually a member of a family unit where a spouse or another 
member of the family does subscribe to a pension plan. 


It is believed that overall, a minority of contingent 
employees would be interested in making contributions to a pension 
plan. The reasons are apparent. Such employees are usually working 
to supplement household income, not to be the main provider. The 
interest of the employee is directed much more towards immediate 
reward rather than longer term security. The employee benefit that 
is most valued is the employee discount privilege which many retail 
employees offer. 
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12 noon 


iin our view, any decision to require mandatory blanket 
coverage of benefit plans to the part-time work force would not be 


welcome by many, probably not by the majority of employees. It 
would be a very large burden on employers, particularly in this 


industry. In our minds, the emphasis should be on encouraging 


coverage to as high a degree as possible of full-time employees. 


Mp2eeWillianssiJExcusey meyctcould.t EF Psyust interrupt <-there? 


When you say "probably not by the majority of employees," are you 


referring to the contingent rather than the-- 


Mr. McKichan: We are talking about the majority of all 


part-time employees. If we were to distinguish between the two, I 
would imagine there would be a higher percentage of employees in 


the permanent part-time category who would be in favour of 


pensions, than in the contingent section. 


It is true that some members of the work force are working 
part time only because they have not been able to find full-time 
jobs. In our industry at least there are not many in this category. 
Tie “trade. is Oicharacterized) “by svawrelativelyi high turnover’ ‘of 
first-line employees, and the most fertile field for recruitment of 
employees is in the part-time work force. Most part-time employees 
who aspire to full-time work can achieve that status relatively 
soon. We do not know to what extent that condition applies in other 
industries. °To the extent it does; dt liis ays factory that «shouldi be 
weighed in the consideration of the merits of coverage for 


part-time employees. 


In any event, we hope none of the recommendations of the 


committee will have the effect oof discouraging employment, 


including part-time employment, particularly in the difficult years 
ahead. We should be pleased to assist members of the committee in 


relation to any questions they have, Mr. Chairman. 


Mr J eaChal rmam=sSoThank wuyou'yee Mirah MeKichan) (if mmignty, just 


'comment, I don't think the committee in its interim report was 


anxious to indicate, certainly at that stage, any more mandating 
and government regulation. I say that in response to some of the 


queries that are implicit in your presentation. For example, the 


locked-in registered retirement savings plan would be merely a 


| vehicle, not something that was accommodating further government 


regulation. It is a matter of accommodating the employees, who 
would have more flexibility. However, I am sure members of our 
staff will wish to respond to the other questions you have. 


I gather you are not looking for any further mandating of a 
pension plan, such as PURS. You have expressed some apprehension in 
terms of tackling that area that concerns the committee, which 
Seems to be uncovered at the moment. You mentioned part-time 
employees. Do you have any further information on the nature of 
that particular target group that has been the cause of a great 
deal of concern, not only by this committee but by other 
committees, such as the royal commission? 


Mr. McKichan: I am sorry. I missed a key word in your 
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question, Mr. Chairman. Did you say the danger of=-- 


Mr. ‘Chairman: Taiawasit aeking itt ayou Mad’ = any Bivrthes 
information in connection with that target group, now uncovered by 
pension plans, that was referred to in the royal commission. 


Mr. McKichan: In terms of its size or its characteristics? 


Mr. Chairman: Its characteristics and possibly its size. 
It has been hinted that it might cover 1.5 million employees. 


Mr. McKichan: In the part-time . work force in this 
industry in this province, I would estimate there are some hundreds 
of thousands of employees so engaged. I guess a not unusual formula 
in a retail establishment is that, in terms of the numbers of 
people, approximately half the people will be part time--not the 
number of hours worked, of course, but the number of people who 
will be part time. In this industry in this province, employing 
something like 600,000 to 700,000 people, perhaps a half of these 
might be part-time employees. 


As we say in our submission, a great many of them have really 
no desire for a stronger attachment to the work force. They are 
interested in working primarily for immediate gratification, if you 
like, or immediate cash flow to supplement an existing household 
income. Typical is the spouse of a male employee who may have 
children at home and who conveniently can work three or four hours 
during the day while her children are at school and perhaps one or 
more evenings a week, or else the student who works a couple of 
evenings and Saturday. These are the most common types of situation 
by far, but these comments may be supplemented by some of my 
colleagues. 


Mr. McNeill: Thavyelicértainly-8vsrsthe spatter ine ithe 
industry among all the major retailers. 


Mr. Chairman: The impetus to enrichment of the Canada 
pension plan and/or a PURS type of plan is a desire to get at that 
particular target group that is not too well cared for at the 
moment--those who just aren't cared for through the private sector. 
The argument again is that the introduction of the Canada pension 
plan didn't cause all that much dislocation in terms of impact on 
the small employer and, therefore, presumably you could go a PURS 
route or an enriched Canada pension route without expecting any 
severe ramifications. 


Mr. McKichan: I think you might be interested in _ the 
experience of Mr. McCall's company. They do offer to one category 
of their part-time employees the option of participating in a 
pension plan, and my understanding is acceptance of that has been 
rather slender in that category. 


Mr. McCall: Mr. Chairman, our plan goes back to 1961 and 
for maybe the first 10 years of the plan part-time employees, that 
is, those who work a minimum of 20 hours a week on a regular basis, 
were eligible to participate and drop out as they saw fit. Then 
about 1971 the federal income tax was changed so that, once in, you 
couldn't get out and we saw a drop-off in the number of people in 
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that part-time category who participated. Out of maybe 9,000 active 
employees, fewer than 500 participated at that time. 


Mr. Van Horne: Was the nature of the beast the same in 
1961 as it is now, that is, the same type of person, by and large, 
students or females? Is that what you are saying? 


Mr. McCall: The people working at least 20 hours per week 


Bor on ia regular. basis in our organization probably would be 


restaurant employees who may be with us for 25 or 30 years on a 
part-time basis. They would be the ones who might participate. The 
very casual ones would not. 


Mr. Wan! Horne: =iYou: "just! have :toi;wondér joutsfoud .if it's 
fair to compare the situation in 1961 with what we have in 1982. 


) That's something we could ponder over for hours and still not 








arrive at a consensus, I am sure. 


L2eL0 Pp eM. 


Mr. Chairman: I am expressing arguments and messages I 
received as chairman, not my own views, of course. You have begged 
the question, really. You have stated that casual or part-time 
workers are not too anxious, in general, to join pension plans. Am 
correct in that? 


Mr. McCall: I would say so, yes. 


Mr. Chairman: The question that you have begged is 
whether those Same persons should be more responsible or 
self-reliant in old age, rather than relying on general government 
social service or welfare programs. This raises the philosophical 
question of whether, if they are not prepared to save £Or 
themselves, they should be required to set aside something for 
themselves. 


Mr. McKichan: I must say, Mr. Chairman, as a committee we 
did not take a strong position on that actual question. Our 
thoughts were expressed that there is a nice balancing act between 
ensuring coverage and not at the same time creating a monster in 
the public sector, with the threat of large funds washing through 
the economy with all the implications that may have. But obviously 
these two considerations have to be balanced. 


Mr. Riddell: This committee was asking for some 
clarification of recommendations 10, 11 and 16 in our interim 
report. I wonder if it would be appropriate at this time, Mr. 
Chairman, for you and Mr. Bentley to clarify those recommendations, 
in the event that they may wish to make further comments which 
could be helpful to us at this time. 


Mr. Bentley: With respect to recommendation 10, if I 
recall the discussions, the reason for that particular conclusion 
was that transferability between employers of pension benefits 
credits is not easily solved because of the variety of types of 
pension plans that are in existence, and  soeron. TO. provide “a 
vehicle for people to have their credits transferred, it seemed 
logical that a noncommutable vehicle such as a noncommutable RRSP, 
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would be one to where an employee could have any number of 
transfers made throughout his working life. 


There would be the continual accumulation of these to be used 
for pension or retirement income at the time the individual elected 
to take that. It was only to provide another vehicle rather than to 
limit the recommendation to the straight transferability of the 
credit between employers' pension plans. 


Mr. McKichan: I think;,-°“Mre" Beéritley, Scour "question! s"was 
whether the RRSP would actually be run by government, or whether it 
would simply meet certain criteria established. 


Mr. Bentley: I think the intent the committee had was 
that when the employee elected to have the transfer made it could 
Only be made to a noncommutable vehicle, but would be under his 
direction, not something that would be under the direction of 
government. That set the criteria to allow the transfer to be made. 


Mr. McKichan: That meets our concern with relation to 
that. 


Mr. Rigney: el think »ite meets =a insecond (.concern, as j~iwellg 
When «youl Look»*out «down: ithe’ \field 20,4 25 lore 30iiyeans jwa gdativgos 
companies are going to have bits and pieces of pensions sitting 
there, and it could almost be compulsory to be moved into a vehicle 
of that nature so that the employee is protected and that income is 
protected. I think the area there that should be looked at is the 
ability, 25 years down the road, to handle that type or a series of 
deposits that he made that maybe did not qualify for the vesting, 
but, because of the rules, cannot be refunded to the employee. 


Mr. Riddell: I think they said it in recommendation ll. 


Mr. McColl: Recommendation 16 raises the matter of where 
that augmentation comes from, and whether you ever get rid of the 
liability, even if you transfer it into a registered retirement 
savings plan. 


Mr. Bentley: Iam "sorry, “Ilodidn't== 


Mr. McKichan: The question is, if someone has moved out 
of the plan, and if the accrued benefits have been transferred to 
an RRSP, in accordance with recommendation 10, is there still an 
obligation to enrich the plan? 


Mr. Bentley: I would be extremely doubtful if there would 
be because if you make the transfer to an RRSP, it is the selection 
of the employee and it usually means he feels he can still go out 
on the market and get 15.5 per cent. The rate of interest usually 
takes into account, even though it may be a little bit behind, the 
so-called inflationary aspect, and this is what we were looking at. 
When you make that selection, you have one situation. You leave 
your deferred account in the employer's hands and you have a 
different situation. Both of them have to be looked at. 


Mr. McKichan: That meets our query. Thank you. 
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Min Rrddell1:.idust atone t final. question. Widecording “to this 
brief, the Treasurer expressed some views on excess interest. Have 
we, aS a committee, been made aware of the views he expressed? 


Mr. Chairman: We have some speeches-- 
Mr. Bentley: On November 17, if I recall the exact date. 


Mr. McKichan: He waS speaking to a conference of the 
Financial Executives Institute, I believe. 


Mr. Williams: It was a speech to the Financial Executives 
Institute, exhibit number 129. 


Mr. McKichan: That's what we were referring to. 


Mr. Williams: That speech you are referring to was made 
on November 17 at the Skyline Hotel. 


Mra. McKichan:) That is'‘correct ‘sir. 


Mr. Chairman: Are there any other points of clarification 
with Mr. Rigney? 


Mee gRigney: SMey Chairman,  PFandideenotesirespond- toe that 
original question. I was thinking about the character and make-up 
of employees since 1961. I suggest there is very little difference 
between the 1961 people and the current people. 


We have looked very extensively through one of the morale 
surveys we do, which asks a number of extensive questions on 
benefits. We verified these figures this morning because I have 
been using them in a couple of other cases. It seems our employees 
are telling us that, where there is a contributory plan involved, 
where they must pay a portion of the cost, they are not too 
iiteresteduline participating.» I’m not u.certainsa,nowm chat, 71S, not 
equally strong in full-time employees as it is in contingent 
employees because, as a result of the federal budget and the 
indication that the health care premium will be taxable as employee 
benefit, we have had in excess of 6,000 inquiries across Canada to 
OOF cOlitmOte the Dlan..l tind that rather shocking. 


Mr. Chairman: It seems contrary to public policy, doesn't 
Lee 


Mua Rigneys, It ~does,' but. the. jother point really is, all 
of a sudden, if it's now going to become a cost to them--and many 
of those 6,000 employees are single people; many of them are single 
parents, where net income is important--it shocks me to think that 
Many people would want to opt out of a program where they do not 
even know what the attached benefit cost is going to be to them at 
this point. 


Secondly, I believe if we were to put our pension plan up for 
a vote--and we have a contributory plan at five per cent where each 
employee pays five per cent--probably if it went through, and Al 
would just go through with a majority vote, people would vote for a 
pension plan. 
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Mr. Mackenzie: In the case of the part-time or temporary 
employees you were talking about, how much of the problem of the 
fewer than 500 in Simpsons is because there is no excess income 
there in terms of earnings? 


E22: 200p.m. 


Mr. Rigney:. Or they are not interested. They are simply 
not interested because there might very well be another component 
of the family who would have the retirement program. I believe that 
if we were to bring in a retirement program for part-time people we 
would have to mandate it to get participation. 


Mr... Van: Horne: Your brief ‘may’ -have had’ a -2ittle’ more 
clout if you came right out and said that. You are fairly gentle. 
On page six you say, "In our view any decision to require mandatory 
blanket coverage." I would not say you are waffling but you are 
being rather gentle on that. You should have come out and clobbered 
us with it. 


You talk about 6,000 people inquiring about getting out of 
the health plan. A few sentences later I think you made reference 
to a majority being female and parents and sole supporter or 
whatever. 


Mr. Rigney: I am sorry, when I said they were single 
people, I was not referring to female. We have as many single men 
working for us as well. 


Mr. Van Horne: One gets the impression, however, that 
there is a significant number of females who will find themselves 
at retirement age without any form of pension assistance 
whatsoever. Maybe this mandating comment you made should be 
underlined. There comes a point where people may have to be forced 
to plan somehow or other for the future. I do not know whether you 
would agree with that or not. 


Mr. Rigney: I do in principle personally. However there 
is a heavy cost to it as well. I think the other side that has 
always bothered me is the number of employees who will leave us at 
age 45 less one day and after 10 years service, so that they can 
withdraw that pension commitment that is already sitting there 
because they want to use it for something else. We have as many 
males leave as females leave for that very reason. It is 
discouraging because we have invested a great deal in that group of 
employees. To lose that experience is frustrating. Secondly, they 
are going to be the ones who are sitting out there at age 75 with a 
very minimal income, and I understand that. 


Mr. “Van “Horne: <'Fs am’ “curtous 9*as°* too your “surveying the 
opinions and attitudes of employees. You do this through a 
scientific approach. Do you hire a consulting firm? 


Mr. Rigney: No. We have used a major mechanised survey 
that has been available for a number of years. We survey every 
employee once every three years. 


Mr. Van Horne: That is an internal-- 


company? 
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Mr. Rigney: That is -Ln-house..:It,, is -handled out .of, house 
as far as the putting together the information goes, but it is an 


in-house program. 


Mr. Van Horne: USweetiiate erate ly. Common. 2lOuw aes e Lal. 


Mr. McKichan: (Inaudible) requires this plus the 


_ temperature of the employee attitudes. It also allows management to 
ascribe priorities to new initiatives, benefits or anything else. 


Mr. Rigney: Emp]oyees have told us two things in the last 


couple of years. They told us they wanted a dental plan and now 
they are telling us they don't want it. Secondly, they are worried 
about the economy and have been for the last 18 months in our 
particular business and they are concerned about hours. They don't 
|} want to work full-time, but they certainly want to work 15 to 18 
hours a week. 


Mr. Van Horne: Do you know why they wouldn't want it now? 


PWhy are they backing off the dental plan? Is it a fear of high 
- premiums? 


Mr. Rigney: Certainly an indication of a large group of 


| employees is that they just don't want the additional costs and 
mcannot.afford it» because it. is a iwithholding tax,.so it comes, off 


that paycheque every pay period. They are just simply saying, "I 


! cannot afford it. Things are tough enough as it is." 


Mr. Williams: I think the definition you are giving us in 
the distinction you have made between permanent part-time employees 
and what you categorize as contingent employees is helpful to us; 
yet, on the other hand, there is still an area here that seems to 
defy absolute definition. That is coming back to the definition of 
permanent part-time employee. As you have done, distinguishing 
between contingent employees is helpful, but with regard to 


permanent part-time employees, again trying to get a handle on this 


as to the number of hours per week that would usually be prescribed 
to bring the person within that definition, of necessity will have 
to remain somewhat optional. 


Mr. Rigney, as you will recall when you were before us a 
couple of weeks ago on behalf of your company, you pointed out to 
the committee that there was a certain minimum number of hours that 
had to be worked in order for the part-time employee to be 
considered permament and in order to take advantage of certain 
benefits that are available. I think you used two thirds of the 
regular work week, which worked out to 23 hours, I pedileve,; ON 23.05 
hours. I hear Mr. McCall saying that under their plan it is 20 
hours minimum. 


The other day we had before us the Ontario Nursing 
Association. I tried to elicit from them what their definition of a 
permanent part-time worker was because in the very nature of their 
profession, of course, very many of their employees are on a 
part-time basis. They simply said that a permanent part-time worker 
was anyone who worked less than the full number of hours in a week. 
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After persisting, they finally brought it down to the number of 
hours worked on a prorated basis over a year, which I think would 
be a minimum of seven hours a week or 48 weeks of the year, 
something like that. 


Depending on the given type of occupation and given the 
in-company working arrangements that can fluctuate, I suppose the 
only unformity one can apply is that they are working on a regular 
basis, as you have indicated in definition, and on an ongoing basis 
where they are expected to come in and work those regular hours, 
they are not free agents, so to speak, to come and go as they are 
called upon, but it still doesn't give a clear definition. I don't 
know whether we ever will be able to do so for regular and 
permanent employees, using the number of hours worked formula. 


Mr. McKichan: Mr. Chairman, I think any such definition 
would be obliged to be arbitrary because it would not fit every 
employer's individual classification. Within our industry we know 
that different employers have different criteria and there is quite 
a wide range in establishing that differential. Some employers do 
not even make that distinction. They treat everybody as part-time, 
regardless of the number of hours they work or with the regularity 
Or with their degree of optionality, if you like. 


Mr. Williams: I guess that probably leaves with us that 
dilemma of whether it is realistic to try to attach a prescribed 
number of minimum hours in a week or simply stay with the broader 
definition you have used as the best we can achieve under the 
circumstances. 


Mr. McKichan: I should just add that we have quarrelled 
from time to time with the federal Department of Employment and 
Immigration with regard to some of the definitions they have used 
in relation to attachment to the work force for the purpose of 
paying unemployment insurance contributions. We think that any 
scale which is tied to dollars is inappropriate because that could 
vary enormously depending on the remuneration of the individual. We 
think their current test in terms of hours as one of the options is 
somewhat low. We would have suggested 20 hours as the minimum. 


Mr. Williams: I see. When Mr. Rigney was here the other 
day, speaking to us in a slightly different capacity, it was the 
first time that I and, I think, other members of the committee 
learned of the fact that your industry was somewhat desirous of 
having pension programs apply to the permanent part-time workers. 
They had been proceeding under the impression prior thereto that 
large retail firms in the service industry such as yours were very 
much against it. 


123300 p.m. 


Mr. OiMcKrehan: Lepthink eyousawiliw. find.» quite. zai? share 
difference in opinion by employers. Some employers may favour that. 
The question may have suggested that it was your understanding 
before Mr. Rigney's appearance. Other employers, I know, are not in 
favour of that. 


Sh 


Mr. Williams: I must say that he was speaking on behalf 
of his own company only at the time. I understand that it did leave 
the impression that there isn't an across-the-board resistance to 
the current set within the given type of industries as I think we 
have been left with the impression prior thereto. 


Mr. McKichan: There is certainly a range of opinion. 


. Mis Williams: They are also somewhat interested in 
hearing about the things that Mr. Rigney has stated today about the 
number who wanted to withdraw from some the plans that they have 
because of federal tax adjustments and the budget that seemed to 
adversely impact on these employees. 


As well, while not a majority, nevertheless there was a 
Significant number--I guess again you are referring to your own 
company, Mr. Rigney--of part-time employees, as I understood LEy 
who had shown a degree of interest in pensions even though it may 
have been of a contributory nature, but mostly those who are of a 
non-contributory nature. 


Mr. Rigney: Yes, non-contributory--they'll take them adil. 
My opinion is that in our own company our contingent employees 
would be vastly against a pension plan. 


Mr. Williams: Oh, yes, contingent, I agree. But did you 
not say that those who you categorize as permanent within the 
definition of your working agreement, that while the Majority where 
there was a contributory plan were not too enthused about Diy 
nevertheless there is a significant interest shown by some of those 
employees. 


=" 


Mr. Rigney: You are talking now about full-time people? 
Mr. Williams: Yes. 


Mr. Rigney: Yes. I think that it changes every year on us 
because we are starting to age as a company. We are not 300 years 
old as the Bay is, so we have still got young people working for 
us. We are starting to age as a company and we find more and more 
that there is more than interest in the pension issue within the 
company as the company does age. But I can assure you that when we 
hire a 25 year-old employee today or 19 years~-- 


By the way. an interesting fact which I have never give you 
is that we have an opting-out rule in our pension plan. Up to age 
2oTenvOus Can si0pt; out.. Our pension payment then is based on 
pensionable years of service. We have almost a 95 per cent picking 
up of the opting out to age 25 by our young employees, which is 
really a surprise. 


Mr. McNeill: They never go in. 


Mrsackiqney: sTheyameverego in until they are compelled to 
go in at age 25. 
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Mr. Chairman: Mr. McKichan, if I can interject here for a 
moment along the lines of Mr. Williams' questions, you've indicated 
that over the last several months the independent stores committee 
of the retail council has been investigating the possibilty of the 
council offering a uniform pension plan adapted to retail needs and 
accessible to all retailers in Canada. Is there a lot of interest 
in’ that? Iam! ijust owondering: lif your could= gauges cthepisuccess. 2s 
presume that would be on a voluntary basis, or are you finding that 
some small retailers have now the conditions of employment that 
require the employee to join the pension plan? 


Mr. McKichan: For our members or other retailers 
participating in the plan, it would, of course, be voluntary, 
depending on.each member. As far as the employees are concerned, 
the terms of the plan have not been locked up yet. The type of plan 
we are looking at is a one-year qualification period in employment, 
but after that mandatory inclusion for defined categories of 
employees, the definition of who would be included or who would be 
excluded would be in the hands of the individual employer; so he 
could include part-time employees or he could exclude _ them, 
depending on his personal preference. 


So far as the degree of interest is concerned, we did a 
sample survey of about 300 of our independents. We found that of 
that group, 70 per cent said yes, they would participate in a plan. 
Some of the others, of course, already have plans, so it is not to 
say that only 70 out of 300 were interested in pension plans. We 
did not ask whether they already had a plan of their own. 


We hope to make it available not only to our own direct 
members, but also to the members of our affiliate associations. 
Many of the specialist retail trades by sector are affiliated with 
us and we plan to make it available to their membership as well. 


Mr. Williams: I just had a couple more questions if I 
might, Mr. Chairman. Coming back to page three of your brief, there 
are two questions of clarification that I am seeking on your 
points. With regard to your fourth point regarding the system to be 
utilized for calculation of interest on refunds to be made on the 
termination of employment of unvested employees, I am sorry, I 
cannot recall what the Saskatchewan approach was that you are 
recommending be applied in this given situation. 


Mr. Rigney: Saskatchewan's revised act now is 45 and one 
for vesting purposes. Am I correct that 45 and one is the new 
Saskatchewan law? 


Mr. bentley: Yes. 


Mr. Rigney: And so for those people who withdraw prior to 
meeting that, the Saskatchewan government now imposes, through 
legislation given to us in November of each year, an interest rate 
that we will pay on those deposits at the time of withdrawal. It is 
based on the average of Canada savings bonds over a 10-year period, 
I believe. 


Mr. Bentley: Ten years or seven, I cannot remember. 
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Mr. McCall: (Inaudible) it is a lower premium. 


Mr. Rigney: Yes, but it will progressively come in that 
way. I think the royal commission is suggesting tying it to one per 
cent below the chegquing account. Is that what they recommended? Or 
your select committee recommended one per cent below the-- 


Mr. Williams: Non-chegquing. 


Mini gney: Which. 1s very. volatile (for. one thing. sit 
really moves up and down. 


Saskatchewan seems to be a pretty good compromise. This is 
what we would see as being the possibility for Ontario to consider. 
As well, it gives some consistency to what is happening across the 
country. 


Mr. Williams: The other point was your number six item: 
"We note the difficulties of establishing a mandatory requirement 
for representation on the controlling body of pension funds. 
Because of the difficulties, we suggest encouragement rather than 
compulsion." 


I presume you are referring to recommendation 15 of the 
select committee's interim report. 


Mr. McKichan: Yes. 


Mr. Williams: That being the case, what were the 
difficulties you identified in your own minds that make you 
conclude that the mandatory aspects of that recommendation be 
modified to remove the compulsion element. 


MyreeuMGCKichan: sit ' is really two. sareas.. Typically in our 
industry in a company of any size, the work force will be broken 
down into numerous small units, often geographically dispersed. The 
employees typically are not familiar with any of the employees in 
any of the other locations, so it is very difficult for them to 
make a decision as to who is an apt representative on the plan 
simply because they do not know the people concerned. 


Secondly, Ours industry sis, to thevextent of perhaps 9P5 per 
cent, unionized and the balance is not unionized. It is difficult 
to organize any form of election system without the mechanism of a 
union organization there and, at the same time, to surmount the 
problems of unfamiliarity with employees and to have a reporting 
arrangement back to the employees concerned. 


12:40 p.m. 


That is not to say that companies who have pension plans have 
not got employee representatives on the controlling body; they 
often do. But it would be difficult, we think, to establish the 
right kind of mechanism on a mandatory basis to have a CruLy 
representational type of representation. The employee concerned is 
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often selected by management as a union representative because of 
his’ knowledge}* -as’- "being" a’ godd'* kind ®-of™ ispokesman wand = =a 
knowledgeable and conscientious person. It is not an easy thing to 
arrange in our industry. 


Mrs Willwams: ~'So “*the’* dvfficulties’=that' you “are noting 
with regard “to item ‘six are “difficulties as*:they relate ©to “the 
particular retail industry in these unique situations you have now 
identified. 


Mr. McKichan: That iS correct. 


Mr. Chairman: And which you have overcome on a voluntary 
basis in the past--at least in some of them. 


Mr. McKichan: I* thinkin a majority==- I “should” not “say 
that “because I" dow not” know “the “actual “figures; Cuc er (rink ae 
reasonable number ar employer plans will have employee 
representatives on them. Certainly the big ones tend to do that. 


Mrs Rigney:. In our“ particular case “we Nave 14 viustcec ms 
handle our plan, seven of which are employee representatives. We 
try to pick them geographically across Canada. They are replaced 
every two years; there are always three or four coming off every 
second year. We leave it up to local management. First of all, to 
become a trustee, they have to be a member of the plan. They cannot 
be one of the ones who opted out or who are using a profit-sharing 
plan. 


Secondly, the other qualification--and we do not lay it down; 
we are unaware of the names of those who are going to come in--is 
whether they will be the kind of person who could comfortably sit 
down and deal with senior management. As you know, in most 
companies the chairman and president sit on those boards as well. 


In our particular case, because all the investing is done 
outside the company, even outside this committee, they certainly do 
not have to be accountants; they just have to be lay people who can 
hear what is happening, be satisfied that what is happening is 
right and report it back to the employees, as they do on a 
once-a-year basis. It works very well. 


Mr. McNeill: That is true of our company as well. They 
are 12 in number, but it is a half-and-half split, and it operates 
much the same way as Simpson-Sears. 


Mr. Chairman: Are there any further questions? Thank you 
very much, gentlemen. You have been very helpful. We appreciate 
your coming before us. 


Mr. McKichan: Thank you for having us, Mr. Chairman. We 
appreciated the opportunity. 


Mr. Chairman: The committee stands adjourned until two 
Cue LOw Ks 


The committee recessed at 12:43 p.m. 
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SELECT COMMITTEE ON PENSIONS 


Monday, January 25, 1982 


The committee resumed at 2:09 p.m. in room No. 15l. 
CANADIAN FEDERATION OF INDEPENDENT BUSINESS 


Mr. Chairman: Gentlemen, you now have in your’. binder 
exhibit 176, which is the submission re the Ottawa-Carleton Board 
of Trade members' retirement plan. The other exhibits will be 
properly entered by tomorrow. The current submission from the 
Canadian Pederatlong OL Independent Business is now being 
distributed and will be entered as exhibit 184. Are those 
submissions handed out? 


Clerk of the Committee: Yes, I believe so. 


Mr. Chairman: Mr. Brien Gray. Mr. Gray, would you come 
forward, please, with as many of your cohorts as you have assembled 
and, if you wouldn't mind, introduce those appearing with you. Your 
brief is now being distributed amongst the members who are here. 
There should be one or two other members coming in shortly. I 
thought in the meantime you might wish to introduce those people 
appearing with you. 


Mr. Gray: Mr. Chairman, and members of the select 
committee, I would like to thank you for the opportunity to appear 
again this afternoon. As you remember, the federation appeared on 
August 25 in a preliminary way to discuss the pension reform 
question in Ontario. 


IT am pleased to be able to be here to represent 63,000 
independent owner-managers throughout Canada, of which 28,000 are 
Ontario residents. I would like to briefly introduce myself and the 
other representatives of the federation here today. I am Brien Gray 
and I am director of provincial affairs for the Canadian Federation 
of Independent Business here in Toronto. To my immediate left is 
Dr. Christoph Haehling Von Lanzenauer, who is a professor at the 
University of Western Ontario School of Business Administration. On 
my far left is Richard Wietfeldt, who is director of research with 
the Canadian federation here in Toronto. In addition, in the 
background is Jason Mandlowitz, who is governmental atfavwrs OLiicer 
responsible for Ontario affairs. 


I would like to apologize for the lateness of our submitting 
the text into your hands. Unfortunately, other constraints, such as 
budget preoccupation, kept us from getting at this as quickly as we 
might have. I thought that today, if you are in agreement, Mr. 
Chairman, I might proceed by asking Richard Wietfeldt to give a 
brief summary of what is in the text and to describe in some detail 
our recommendations and then to go to questions. As I myself am not 
an expert in this field, I would like to refer this Kinde peethind 
to my experts on the left. 


Mr. Chairman: Very well. 


Mr. oWietfeldt:: Thankyou, -Mr. (Chairman. yw elite nots aoa 
the whole of this submission as I think going through it in outline 
form will highlight enough for you so that you will see it is quite 
worth taking home and re-reading. There is a lot of information in 
here. You will recall that in August when Miss Patricia Johnston 
and I were here we told you about a research project that was 
ongoing at the time. That has now been completed by Dr. Haehling 
Von Lanzenauer.. Part. of our. submission, or..a good) part of it; 1s) to 
Summarize that study for you. I will summarize and perhaps read a 
few sentences, but for the most part I will simply refer you to the 
pages so you can note some of the more important parts. I think it 
is all very worthwhile reading. 


At the. beginning, we simply refer once again to the most 
important facts about the small business community which are 
important features to recall every time you start to think about 
some measures to help small business. First of all is its very 
small size. While they are 95 per cent of the businesses in the 
country, by and large, there is a great variety within the small 
business community. So 85 per cent of our members--and we reflect 
generally the whole small business economy very closely by region, 
by sector, by size--employ fewer than 20 people. Ten per cent 
employ between 20 and 50 people and a further five per cent employ 
more than 50 people, that is, from 50 people up to perhaps 500 
people as a rough number. 


All the same, a substantial portion--probably 40 per cent or 
so--of employees of small and medium-sized businesses are in the 
firms that have 50 employees or more. There are a great number of 
small businesses, a fewer number of the more medium-sized ones and 
still a large portion of the employees in the small-medium business 
sector as a whole are in that larger group. 


The other important factor that we have noted here at the 
beginning is the age of the firms. Thirteen per cent of our members 
have been in business only one or two years and 32 per cent for 
five years or less, so fully a third are young firms.” Actually, if 
you look at the small business universe, our membership is more 
representative of the mature firms. This actually should be a 
little bit higher, but even for our membership one third are firms 
that are in the process of getting established. Some of them can 
establish more rapidly, but for many of them five years is still a 
fairly short term. Many of them are new. They are usually having 
Einancing,.difficulties, tight cash low... Imposing a 7 leve limos 
pension on them that might seem fairly small to a mature firm--say, 
two per cent of payroll for employer contributions--would be a 
major significant factor in the life of a business just trying to 
get established. 


Mr. Chairman: Do you have any figures on the number of 
those “firms ~within that. 32° per cent that actually “qo, 7out. of 
business and are replaced then by others? 


Mra Wietfelatr “It. is” an the. range of verse Come oi. eeuer, 
cent of all small businesses, not just the new ones. 


Mr. Chairman: I was wondering how transitory that one 
third was, or whether it is a fairly stable, consistent base. 


S, 


Mr. Wietfeldt: The one third would probably be fairly 
stable in the sense that six to eight per cent of all businesses 
seem moa. OO out of business every year. That is a fairly stable 
figure. It is going up in hard times like these and might be a 
little lower at other times. Then, again, six to eight per cent are 
starting. 


. In the first five years particularly, there is a very high 
failure rate, and certainly more than half of the actual number of 
firms that begin are no longer there at the end of five years. 
There is a consistent large portion of all businesses which are new 
firms. Those are the dynamics of this sector, and it also presents 
the caution of doing things to them that make it difficult for them 
either to take on the risk in the first place, or carry it through 
to actual establishing for the few that can do it. 


Our point there is it would be very imprudent generally to 
impose any burden on them, such as a uniform pension requirement, 
whether by private sector or a public fund of the type you are 
considering in the provincial universal retirement system. But, at 
the same time, we certainly would say that things that can be done 
to help and encourage them towards better pension planning for 
themselves and for their employees would be a good thing. 


Mr. Chairman: I will “not. "be “interrupting “you” any “more, 
but does that include the Canada pension plan? Would that be too 
onerous as well? 


Mr. Wietfeldt: Our recommendation at the end, based on a 
direct study, talks about-- 


Mr. Chairman: I mean the present Canada pension plan. 


Mootmwictcrclate. We “fdo noter Chinksecrt ests necessary ~orL 
justified to increase the benefit levels of the Canada pension plan. 


Mr. Chairman: The message we have got so far is that this 
group of small businesses, if they are just starting: “out, = are 
having a pretty tough row to hoe and a PURS program might be the 
last straw-- 


Mr. Wietfeldt: For a number of them, yes. 


Mr. Chairman: --in terms of whether they are viable 
businesses or not. I am asking you whether the Canada pension plan 
adds to that. I am not talking about an enrichment of the Canada 
pension plan. I am suggesting that if they were exempted from the 
Canada pension plan for those first five years, ff s-that swould 
be--are they that precarious that they would have to be exempted? 


PAY os ORE 


Mr. Wietfeldt: It may not be necessary for some of them. 
A great variety of them are profitable much earlier than others, 
but there would certainly be a great portion of them that would not 
be profitable for the first several years and any break like three 
points or several percentage pointswor fa wpayroLly would’ be: “a 
signboicant factor. 
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Mr. .Gray:.Tt, would note be, the sames for jay company  ubat is 
highly labour-intensive. It certainly would mean a great deal of 
difference on the capability of that firm to conduct its affairs 
with respect to cash, flow, burr tor. 4 firm -thateise mavoe i ci. 
capital-intensive it might be quite different. 


Mr. Chairman: To be perfectly blunt, it has been thrown | 
out to us--sure, we have heard all this before--that when the 
Canada pension plan was instituted this was supposed to happen, but 
they seemed to manage pretty well. Now we are talking about 
enrichment or additional premiums, so they say there will be a 
problem, if you are worried about that type of thing. That is what 
I am throwing out to you. 


Mr. McClellan: Which one are you throwing out? The 
present proposition or the potential increase rate? 


Mr. Chairman: The impression, I am throwing out--I should 
not say throwing out; that is a bad choice of words. You don't 
throw out anything around here. 


Mr. McClellan: You would if you could. 


Mr. Chairman: We are very good conservators. What I am 
conveying to you is the impression that I have received that the 
implementation of the Canada pension plan was not too traumatic an 
experience in terms of small business when it was instituted. 
Therefore, an enrichment of that may probably or could probably be 
stimulated the same way. That is the message I was putting out to 
you that you might at some stage respond to. 


Mr. Wietfeldt: I will respond right now. We have seen 
measures of that type imposed one after the other, and I don't say 
that with prejudice. Our members certainly favour an adequate 
contribution from themselves. We have asked them that. I think it 
is summarized later in our submission where we have asked them 
recently, "Should benefits right now be increased to elderly at the 
present day?" They are for that. 


We have imposed on the independent business sector, uniform 
with large businesses and often sort of by accident on small 
businesses, things which we have imposed for other reasons on 
larger companies and on the corporate sector. These have been 
imposed one after the other and it may be impossible to tell 
whether the very generous in the view of our members, disastrous 
type of unemployment insurance, had devastating effects for so many 
thousands or tens of thousands of businesses. That cannot be 
measured at any one time, but the clear message from our members is 
that--like the postal strike, the increase in unemployment 
insurance as contemplated in recent things that were brought down, 
the increase in Canada pension plan and so forth--each one of those 
are triggers for a number of individuals, "That is it. I am packing 
up. I am selling. I am going to New York," or "I am retiring early. 
Is amigetting: out. se can.t. take: lites, 


It is not a question of being able to measure for any 
particular one what the effect is, but that it happens is a very 
Clear thing. From correspondence we have we could give ae few 
examples out of the total universe for any one of the particular 
measures that happen--little increments at any one particular time. 
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From this point on, with those two things in view about the 
small business sector, we simply summarize the study by Dr. 
Haehling Von Lanzenauer. I also want to apologize. We have left out 
the Haehling in each case. Haehling Von Lanzenauver is actually the 
last name of this eminent person, and I didn't quite realize that 
Haehling was a part of his family name. 


Mr. Williams: Spelt? 
Mr. Weitfeldt: Haehling. 
Mr. Williams: Thank you. 


Mr. Weitfeldt: In August we told you that we had taken 
this pension survey of our members last February and March. We had 
Somer 200 responses’ out of 4,800 “or so, “around a” 30" per” “cent 
response of our members, a random sample, and we tabulated those. 
Then subsequently Doctor Haehling Von Lanzenauer interviewed 52 of 
those firms, both the employer or manager of the firm and some 52 
employees in the firms. So he had the benefit of our survey, and 
then he continued to do interviewing at both the employer and 
employee level in the firm. Our view is this is a very important 
Beuaqys We have’ “there simply” in’ draft “form'’rand* Tt swiileshe 
available in a matter of short time for public use and discussion. 


Our view is that it is a singular contribution to the whole 
pension debate because what it does really for the first time, and 
certainly for the first time for the independent business sector, 
is focus on the various levels of measures that small businessmen 
and their employees use to provide for their retirement income. 
That is the proper word rather than simply "pensions," because 
there are a number of other vehicles for their retirement income. 
It makes an analysis of individuals, not just for Canada pension 
plan and OAS, not just for any company pension plans they have, not 
just for any other employer plans they have, but ‘aliso*fftorer the 
actual level and the extent of any personal RRSPs they have. 


Another level is that of things that are not tax-sheltered, 
their personal savings, capital accumulation in the business, in 
their homes, insurance policies, properties and so forth, any 
capital accumulation they have. Furthermore, the analysis tries, 
wherever possible, to take into account not only the individual, 
because that is only a fraction, but also the entire family unit, 
the couple or the family. It is, for the first Sine, pthrsnk, al 
integral view, looking at pension reform not from a viewpoint of 
saying, "Here we have some general statistics about how many people 
are covered by company plans; therefore these others have nothing," 
but looking at individuals who, as far as we know, are typical in 
the small business community and then asking: "What is their actual 
coverage? What is the depth of the coverage? What is the actual 
effect or effectiveness of the whole planning likely to be in their 
individual cases?" Then it moves from there to say, "Now what does 
that tell us about policy?" That is the procedure through the rest 
SEwciis'. 


One of the major things in the pension debate has been--the 
statistics are fairly poor--that coverage in the private sector is 
variously estimated, but certainly coverage in small and 
medium-sized businesses has been thought to be very low. Our survey 
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showed that approximately 21 per cent of the employees in the firms 
that responded, some 1,200 firms, were covered by some form of 
company pension plan. However, when we went out for interviews, we 
found a number of them had failed to mention plans they contribute 
to that are union-administered. The employer contributes but does 
not administer, which would bring that up to some further amount. 
An initial estimate showed 25 per cent. In any case, something in 
the range of 21 per cent is the result of this survey of employees 
who are covered by formal pension plans. 


On page six, the first table would be interesting for you 
just to compare the results showing the coverage by type of plan. 
For those with registered pension plans, in the private sector 90 
per cent of the persons enrolled are covered by defined benefit 
plans. For the independent business sector, money-purchase plans 
are much more common and are, in fact, the greater number of plans. 
But still 60 per cent of the members, rather than 90 per cent, are 
covered by defined benefit plans. There is a slight correction on 
that table. The third heading down on the left should read 
"Registered deferred profit sharing pension plan," because there is 
a distinction. 


2230 Bills 


On page seven, in addition to the regular company pension 
plans, as we usually refer to them, for larger firms, there is a 
second level of employer plans that are more informal but are 
widely used in small businesses. The first one is deferred 
profit-sharing plans. This is the deferred profit-sharing pension 
plan but the more broadly used vehicle, which we found to be widely 
used for owner-managers and maybe for intermediate managers and so 
forth. It is much less used for employees, but approximately one 
per cent of employees were enrolled in those plans. That was all in 
addition to the regular company plans where 21 per cent plus were 
enrolled. 


The second more informal employer plan is group RRSP. These 
are oftentimes fairly informal, where the employer will contribute 
to the employees' plan, whether really administered as a group or 
not but to their individual plans. We found that the range of 
contribution was from two to five per cent of salaries per year on 
the part employer. About half of them involved employee 
contributions as well. 


In table two on page eight, we have summarized the progress 
so far. You see there the coverage ratio as a percentage of all 
Owner-managers and employees, registered pension plans for the 
employees, 21.4 per cent; these other profit-sharing plans, one per 
cent for employees; group RRSP, 3.6 for employees, for a total of 
just under 26 per cent, plus whatever there is in union plans that 
they forgot to mention. The coverage, when you take in all of the 
employer-sponsored plans, iS considerably more than has often been 
mentioned. 


On page nine, the third level of pension coverage that we 
have analysed is the personal RRSPs. This is a vehicle of great 
importance. Our oowner-managers had 60 per cent coverage, in 
addition to the four per cent that belonged to group RRSPs, and 36 
per cent of their spouses had individual RRSPs. Of the employees 
interviewed, 52 per cent had personal RRSPs. 
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You will probably recall statistics, which are somewhat 
uncertain to be sure, but all the same, the figures in volume VIII 
of the Haley commission report showed that on average Canadians 
contributed in 1976 something under 11 per cent and_= small 
businessmen had, mysteriously, 16 per cent. Our survey shows a much 
greater proportion than that are uSing these, and of employees as 
well. The actual level, of course, is quite individual. We will 
refer to that in the later example that we actually use. 


Final level is personal investments of various types that are 
not tax-sheltered--personal capital accumulation, as I mentioned in 
the WearmLous eLorms,= and fort the’ owners;vrequity cain. their, own 
business. A large majority--86 per cent--of owners indicated they 
would use some of this capital accumulation and 72 per cent of the 
employees said they had some form of capital accumulation, 
oftentimes their homes. That is not entirely available for use 
because they either have to pay rent or continue to have their 
homes. In any case, there is savings of that type which goes on. 


Themlast in ithe personal provisions “that. was, frequently 
mentioned, particularly by oowner-managers, was the intent’ to 
continue at least part-time productive employment in the retirement 
years. For the owners this was quite often an expression of their 
wish and they didn't need to; for employees quite often they were 
not sure of their pension plans and felt, while they hoped they 
didn't have to, that they might have to. As our analysis goes on to 
show, for the most part a minimum of care and planning on their 
part, provisions will ensure that in fact they do not have to. 


The important thing in the analysis is to add together these 
four levels for any individual coverage with the public plans plus 
whatever provisions he makes for himself and his wife, or she and 
her husband. The important thing is not only just how many levels 
are covered, but precise analysis is necessary of what exactly can 
be a reasonable projection of the yield, based on the level of 
savings in any of these particular vehicles. That is what we have 
done; not that we have done it for all the 52 employees, because rt 
is a fantastic job and is a very expensive thing to do. 


But we did take four examples and run them out with 
projections. tilf? inflation tis 10j.permacent (a year, if the average 
industrial wage goes up 11.5 per cent a year, if returns on 
investments for the money-purchase plans, et cetera, average 2%) 
per cent a year and these projections are all run out to year 2040, 
or whatever is required for the individual at his age, his salary 
level, his personal savings level and so forth, then what is the 
actual yield, and how does it square up with what would be an 
average industrial wage, or 75 per cent of te; aWwLchsy his. Own 
projections of when he can retire and at what level he expects in 
retirement. 


All the people we studied were between 27 and 40 years of 
age. That is significant for two reasons. One, most persons, as 
shown by statistics which you have probably seen, do not save at 
the same levels when they are between 25 and 40 and are first 
raising their families. They do not save at as high levels as 
subsequently. Their contributions to RRSPs, personal savings and so 
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forth are not as high in their younger years. We have made these 
projections on the basis that if he is personally contributing one 
per cent a year to RRSPS now, he will continue at that rate and not 
raise it. In other words, our estimates are extremely conservative 
Olea LOU. 


Secondly and on the other hand, they are projections from 
these years. Somebody who is only starting to plan his pension at 
55 obviously does not have the advantage of these persons, but that 
is to be taken for granted of course. We have, from page 13 
following, simply included one individual analysis to show you what 
type of analysis it is. The four examples are not unusual. One is 
unusual for taking virtually no measures beyond the public plans. 
It shows that his pensions are not going to be very adequate. 


We have taken three employees. This particular employee has 
no company pension plan, but does have a personal RRSP. In another 
case, the employee was sort of a middle manager, who does have a 
money-purchase plan with his company, but not a personal RRSP; and 
the other one was an employer-manager. This particular individual 
was aged 32, with a current income of $18,000 per year, which 
included $1,000 income from investments. He does not have a company 
pension plan, but he has accumulated $15,000 in a personal RRSP. 


He hoped to retire at age 55 with an income level of nearly 
$20,500. That proved to be impractical. When the projections were 
run out, it simply did not work. But when we made an analysis for 
him for retiring at the age of 65, and continuing to contribute at 
the RRSP at the rate that he was then contributing and continuing 
OAS and CPP at the current rates, the result is as on page 15. 


The black line shows the benefits to be expected per year for 
this. person from all of the sources together. It shows that his 
personal goal is exceeded, first of all, at age 65; then it drops 
somewhere below that line. That is because when he cashes in his 
annuities from the RRSPs, they are eroded with inflation because 
there is no indexing. Then we have assumed that at age 71, he 
cashes in the remainder of his RRSPs for annuities, and again his 
income has jumped significantly, but with 10 per cent inflation, it 
is eroded rapidly. 


A further analysis could be made, and that is some more 
evening out could be done with another pulsing or two of the 
pension benefits to even this out, and it would be possible for him 
to have a much more even line and also a line more satisfactory 
with regard to his personal goal all the way through age 85 or 90. 
That .i8.,a. king. »0fmw analysis. lt iS. done, eias  Weaacay ,aeOneims 
conservative basis. 


The. clear ~conclusion. from, this. type. of, Looking»: at. four 
different individuals is that the vehicles, right now, if they are 
maintained, are there for the present generation to Plan for 
pensions if only they make use of them. By making use of them, we 
mean at least make use of one individual vehicle beyond the public 
plans, beyond old age insurance and beyond the Canada pension plan. 
If they either have a company plan or they have an employer plan, 
like a group RRSP, or they have personal RRSP or they have 
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Significant capital accumulation at moderate levels or at any one 
of the levels, let alone if they lump several together, an adequate 
pension 1S assured and a quite generous pension is possible if 
several of these layers are utilized. 


2:40 ols 


From page 17, we discuss the implications in a little more 
general form. If the measures are there and they are adequate but 
for some individuals, as for this one that we looked at, they are 
not being fully used, then the question is how to encourage them to 
use them or what is the government's responsibility in this, as 
some people would say, to impose usage. 


Our view is that the case for imposing has not been made, has 
not been justified. It hinges to a good extent on whether the role 
of the government is to impose or assure a level that is beyond a 
minimum human standard, a level of fairly significant comfort for 
all of the people, regardless of what provisions they make for 
themselves, or, on the other hand, and that would be our view, that 
the government's role is to provide, as it does now, a minimum 
basic level. As we say later in the recommendations, that should be 
increased to some extent for the people who are caught in this 
transition in the current generation. 


In future, the role of government should not get into the 
area of getting beyond the basic level of coverage to levels of 
assuring comfort for everyone when there is provision for them to 
do it for themselves. The reason is that the imposition is not only 
to imply that only government can or that the government must do 
it, but for the reason that in the case of the burden on business 
of something that is imposed on them, it is impossible to measure 
which businesses can stand it and which cannot. 


It is simply impossible to find the exact effect of those 
impositions, of the cost, of the administrative burden, of dealing 
with actuaries and simply the time on the part of the owner-manager 
when he is trying to establish a business. For those reasons we 
feel-that it is totally unjustified to deduce from the fact that 
not all people are currently covered by levels beyond the public 
plans that they have to be required to be covered either by a 
greatly expanded Canada pension plan or by a mandatory plan, 
something like PURS, or by mandating individual companies having to 
find private pension plans for themselves. 


I think we will go on then to recommendations on page 21. The 
first recommendation is that as a result of this analysis no basic 
overhaul or major reform of the pension system is required or 
justified. I just summarize the three different types we have 
included in that. 


Second, the immediate problem of inadequate retirement income 
for many elderly now and in the near future should be met by 
increasing the amount of supplements through GIS and Gains. It is 
inappropriate to call this social welfare as though it: was a 
benefit beyond what is due. These elders have been caught in the 
transition from the previous arrangement of continued employment so 
long as they are able, have support by children, and help for the 
indigent from private charities. They cannot be expected to have 
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anticipated the social and economic developments of the nucleated 
family, the specialized mass production system which 
institutionalized obsolesence and mandatory retirement at age 65, 
and the centralization of the social welfare system from individual 
charities. Our formal pension plan system is too young to help many 
of them. The ravages of inflation were foreseen by no one. An 
adequate level of retirement income from public funds is but the 
due of these elderly. 


The third recommendation deals with the employer-sponsored 
pension plans. We agree fully that they require updating. The 
outstanding issues are the lack of portability with loss of 
benefits for mobile employees; frequent absence of survivors' 
benefits; and the entire funding of some defined benefit plans by 
employees' contributions. There are other problems as well. The 
condition of greatly increased mobility of employees and the high 
levels of inflation must be recognized. 


The reforms should be carefully weighed, however. Legislation 
that treats a long-service employee no differently from transient 
ones, that is, those who move frequently after less than two to 
three years’; service, wille"not only be unfair;+ it «willy tend to 
discourage the very prosperity among many firms that makes possible 
the opportunity for mobile employees. 


The vote of our respondents to the pension survey reflects 
this feeling of employers that they need to recognize and reward 
the loyalty and continued commitment of long-service employees. 
Seventy-two per cent of respondents said that a service period 
should precede vesting of employers' contributions. Of those who 
answered, 39 per cent said this should be two years, and 53 per 
cent said more than two years. The incentives or discouragements to 
superior effort are also part of the considerations of justice, not 
only the prima facie equity, which effectively counts in or weighs 
in only the rights of the most mobile employees. 


The study we have just summarized has confirmed the very 
considerable role that has been played in the independent business 
sector by these tax sheltered vehicles, personal RRSPs 
particularly, deferred profit sharing plans, income averaging 
annuity contracts, and others. These provided flexible retirement 
income vehicles that were well suited to the varying needs of both 
employers and employees in small- and medium-sized businesses. 
Every practical avenue to keep these readily available and easily 
accessible should be opened. 


Instead, in the recent federal government budget there are 
measures that restrict RRSPs and deferred profit sharing plans, the 
latter being restricted only to employees, and that disallow IAACs 
altogether. We hope these measures will be rescinded in the near 
future. A major consideration is that the maximum contribution 
limits for RRSPs should be indexed, at least with inflation. Also, 
the deadline for deregistration of RRSPs should be extended beyond 
age 71 to help cope with continuing inflation. You saw that in the 
particular example we looked at. 


It is obligatory that all parties involved work towards 
making more available for small business easily administered 
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private sector company pension plans. You heard on Friday morning 
about the initiative of the Ottawa-Carleton Board of Trade, which 
seems to us a very helpful measure in this regard. Dr. Haehling Von 
Lanzenauer found, during the interviews, a regrettable lack of 
understanding of retirement income planning in the small business 
sector. No doubt this is true of much of the general public. 


It is a challenge of considerable urgency to better educate 
our citizens about the importance of and effective ways to provide 
for their retirement income. This will require a multi-faceted 
effort, which involves at least the high school and community 
college system and the network of business assocations. Government 
agencies directly may have a role as well. Certainly, employers 
have some responsibility and we must help them realize and meet it. 


It is a common principle with obvious foundation that a 
society is stronger to the extent that many individuals are 
equipped and able to provide for themselves and control themselves, 
as opposed to relying on coercion and provision by others. This is 
simply consonant with the intellectual and free nature of the human 
person. This principle is not limited to any particular political 
theory or system, but in a society that holds dear democratic 
principles, as does ours, this basic value should be all the more 
obvious. 


It is our view, then, that the general public should be 
universally exposed to information about and encouragement towards 
the existing vehicles for providing retirement income, rather than 
Lorcea by” Law to’ use “ithem “or to 9tolkerate Siat new comprehensive, 
imposed layer of pension regulation or system. By removing more 
personal responsibility, such imposition would impoverish them as 
citizens and persons. 


Iam sure more technical questions may be appropriately 
answered by Dr. Haehling Von Lanzenauer. We will certainly try to 
answer all your questions. 


Mr. Chairman: Thank you. That was very interesting. Mr. 
Williams, did you have a question? 


232503 sm. 


Mr. Williams: Given that your’ conclusions are that you 
would not support any initiatives to enrich the pension fieldivat 
this time, either through public or private plans, because of the 
adverse effect on the small employers as I read into your brief, 
altowing = tor “the  fact™ that’-we7 eas a committee, are likely to 
nevertheless select one of those routes or some variation thereof 
as a desirable social objective, what would be your preferences as 
to the options that would be exercised in so far as benefiting your 
constituents in particular? I don't know whether you wish to answer 
that or Dr. Haehling Von Lanzenauer. 


Mr. Wietfeldt: I am not sure I understand why you started 
with the premise. You are saying, “It looks interesting but we 
disagree with you. Now, what would you suggest if we--" 


Mr. Williams: That's right. On page Zs your 
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recommendation one makes it clear that you feel the three options 
spelled out there are all inappropriate and cannot be supported in 
analysis. Given the position you have taken, assuming that this 
committee was to act on one of those three options, which of them 
would be best suited for your clientele to adopt? 


Mr. Mackenzie: John is saying that (inaudible) recognize 
that you don't have too much support in that position. 


Dr. Haehling Von Lanzenaver: The position taken is based 
on the assumption, with which you may disagree, that the system 


currently in existence, based on our analysis and our findings and 
Our calculations--which once again are done under very conservative 
assumptions--seems to be capable of providing adequate pensions if 
planning is done early and in a modest fashion. I think it would 
even provide a reasonable pension if more was being set aside. 
Having said that, I would like to reiterate that it seems the 
system currently in place is doing the job provided individual 
members of society, and maybe specifically of the sector we are 
representing, are encouraged by various forms, one of them being 
tax incentive schemes. 


Coming to your specific» question as to -which-,.I ~ would 
recommend, given what I have seen, and I stand to be corrected here 
from the contacts I have with the independent business sector, it 
would appear that the plans which provide the firms with a great 
deal of flexibility seem to be most desirable. I have talked to 
firms and frequently the circumstances are that employees are being 
hired on really to learn, to be trained, and 12 or 18 months later 
they leave and go elsewhere, so employers reluctantly find it 
difficult to support these people in retirement income provision on 
top of the learning experience they have provided. 


I would think some system which allows the employers and 
employees--and I think the opinion in that sector is that it should 
be a shared responsibility--a maximum degree of flexibility would 
be desirable. On top of it, I think many of them--and that 
certainly came as a very pleasant surprise to me--felt it was 
desirable to provide for their retirement income on their own to a 
large degree, rather than relying on a public system if this was 
possible, if the framework was in place which allowed them to do so. 


Mr. Wietfeldt: I would like to respond to one remark you 
made, that we oppose the enriching of private sector plans. That is 
not so; we do not. We are for enriching, but we are not for 
imposing it. We believe that through steps taken to encourage 
initiatives like that of the Ottawa-Carleton Board of Trade and a 
number of others from the insurance industry that could be 
mentioned, a good amount of enrichment could be done, as well as 
raising registered retirement savings plan limits and a number of 
things along that line. 


Mr. Williams: Certainly the thrust of your brief suggests 
that you are in support of a third option in your recommendation 
one--recognizing that you are opposed to mandating that option. I 
just wanted to be quite clear that if there is an element of 
compulsion involved, it would be through the private sector plans, 
where you see an element of flexibility that you feel would be 
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Suitable, given the fact that so many of your clientele have varied 
work situations and arrangements with their employees. As variable 
as those business concerns are, so should be their plans between 
themselves and their employees to suit the given situation. Is that 
essentially what you are after? 


Mr. Gray: The very diversity of the sector suggests that 
the more flexibility you can institute into the system, the more it 
would be to their advantage. 


Dr. Haehling Von Lanzenauer: Can I make one more point? 
The idea of certain types of plans requiring a substantially larger 
administrative task on the part of the employer than others, and 
given the difficulty of the system and the earlier mentioned lack 
of understanding of the system currently in place, it would be 
advisable to have a system in place, or a system suggested and 
supported, which simplifies the task for the employer. I am 
thinking specifically of dealing with an actuary, among others, 
which is no easy matter. 


Most people would have a difficult time to differentiate 
between plans, let alone different funding methods and all the 
consequences thereof. Along those lines, it is the idea of the 
mentioned flexibility which we have in mind. 


Mr. Williams: You recognize, staying in the particular 
area of private plans, that irrespective of the glaring 
deficiencies that exist in portability, vesting and things of this 
nature that you agree should be improved upon and I _ suppose 
legislated upon, I gather you are supportive of that approach. 


I have one other question. I see from page 19 of your brief 
you have been led into the same situation that so many others have 
been in recent times. Somehow you seem to be suffering under the 
Same illusion as others in recent times; that the provincial 
governments, who are presently borrowing frome, the federal 
authorities, are doing so without paying any interest--this is a 
new twist; I am not aware of any governments not being obligated to 
pay interest on the money they are borrowing--and also concluding 
that none of these principal amounts will be repaid. 


Certain people, for reasons of political convenience, have 
suggested this is what is going to happen in the future, when the 
obligations come due. Again, I think it is simply a matter OL 
political convenience that this has been suggested. There ES Do 
real, hard evidence that there has been any violation of provincial 
or federal agreements relative to repayments of interest and/or 
principal. 


However, you seem to take the same position, which I Ey eos ere: 
an illusion at this time. I would appreciate your elaborating on 
your statement that this is a fact of life, when to my knowledge it 
is not so. 


ee Die ills 


Mr. Wietfeldt: We said it has been widely accepted. 
Obviously there is going to be no hard evidence until the payments 
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are actually made. 
Mr. Chairman: Either way. 
Mr. Wietfeldt: Exactly. 


Mr. Williams: The statement that provincial governments 
have been allowed to borrow from the CPP massively without paying 
interest can be taken two ways, I guess. Do you mean there is no 
obligation to pay interest under the arrangements, or simply that 
they had not been paying interest that was due? 


Mr. Wietfeldt: It was only a very low amount of interest, 
and it was not adjusted with inflation. I have not investigated the 
Matter personally, but people who have done so have said, in 
meetings, that it was not being paid at all. 


Mr. Williams: I gather that was not the strong part of 
your research because I think there was really no evidence that 
lends credibility to those general observations. I think that is a 
weakness in your presentation here, and you should look into that 
further before making a general observation of that nature. It is 
rather serious. 


Mr. Wietfeldt: You have evidence, then, that the interest 
has been paid according to the agreements (inaudible) per cent? 


Mr. Williams: I can speak only for our own province. It 
has been stated here, to questioning from other members of the 
committee who thought otherwise, that in fact the province is under 
no default in any agreements it has with the federal authorities on 
borrowings from CPP; and that any payments of interest that come 
due--no, the interest payments don't even start to become due until 
later this year, or next year. 


Mr. Chairman: Mr. Williams, I think you have to 
distinguish between whether the debt is accruing or not--I don't 
think anyone is denying that--and whether or not repayment has been 
made. 


Mr. Williams: No principal comes due yet for some period 
of time. 


Mr. Chairmans, I¢.don't* “thinks ethat Sic.*really a ,mattem+ tor 
debate. 


Mr Williams: >/-No?\ but.,?1,, “thinkatthey estatement.asinpiaes 
otherwise, that is all. I just want to set the record straight. 


Mr. Wietfeldt: We have not done independent research on 
that. We have been at meetings and we have heard competent 
actuaries discuss the matter and shake their heads at the problem 
as they saw it. I make no pretensions to having done an individual 
investigation. 


Mr. Chairman: I suggested to the |.freasurer.. (Mn... Ff. S3 
Miller) that he have a gala affair in which he writes a cheque for 
the full amount and then turns around and borrows the same amount 
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that same evening. Then there will be complete repayment and we 
will just borrow it again. 


Mr. Riddell: Some members on this committee shake their 
MeaCswictOO, hiCchard, 1. Can assure you. OL; that. ~Don ct, let them 
bamboozle you. 


Mr. Williams: I just wanted to set the record straight. 


Mr. Riddell: Just recognize what side of the fence they 
are sitting on. 


Mose WiEtLals: ol. Just | want. “tO, “set. tne = frecoLam ioClalanc 
eons Mr. Riddell asks you to pursue the illusion that has been 
stated. 


Mr. Riddell: You set your own record straight. 


Mr. Willaamns: ‘You can See” it 2S a bone or contention —in 
this committee. 


Mr. Chairman: Mr. Williams, do you have another question? 


MreeWLLLamse. NO. LaWas, just. GeCCIng .OLlo. a commence Cidt a. 
knew was coming. 


Mr. McClellan: I have to admit to being confused by the 
examples you have used. Perhaps when I have a judgement of the full 
document it will become clear. I appreciate the study you have done 
on the coverage question; I think that is genuinely helpful, but I 
don't reach quite the same conclusions you do. 


One of the things that disturbs me, and perhaps I just don't 
understand it properly, is the gist of your optimism about the 
adequacy of existing arrangements to provide retirement income as 
stated on page 12. You say your survey shows that the combination 
ete DUD lice olanse.at..the; current pleved,. “together with either a 
company plan, or a personal RRSP savings, or equity accumulation or 
part-time contingency employment, can provide adequate and even 
generous retirement levels. 


The difficulty I have from that are the last two words. I 
interpret those, from the body of your text, as meaning one of the 
options is that the retiree can sell his house. The second option 
is the the retiree cannot retire but rather continue working. In 
either of those two contingencies, I would have to ask what kind of 
Solution that is. In view of your low coverage figures, how many 
people you expect to have to deal with their retirement years by 
having either to sell their house and live, God knows where. 
Secondly, how many people do you anticipate will have to continue 
to work in order to have "retirement income"? 


Mr. Wietfeldt: Dr. Von Lanzenauer may have other things 
to say. We have only Summarized the study for you and we've noted 
those qualifications about that last level, but you are missing out 
on two. or three levels in between and. that is the ‘other “ors.” We 
are saying our analysis has shown, as in this particular example, 
that any one of the various levels and any of the vehicles in the 
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various levels is sufficient, used, of course, in moderate but 
still in substantial amounts. 


Mr. McClellan: Without wanting to interrupt you, one of 
the things that was missing for me was a projection of annual 
savings required through either RRSPsS or company plans. Those are 
the two that were-- 


Dr. Haehling Von Lanzenauer: Let me go to the immediate 


question. It's certainly age and income dependent, but a five per 
cent contribution through one's working career--and not necessarily 
Starting at age 18, as has been done in other studies--certainly 
provides for an adequate retirement income in additon to the public 
plans at age 85; adequate being measured by personal-- 


Mr. Mackenzie: What age did you say? 


Dr. “WHaehling _Vonu*hLanzenauer :orAt )oage’ HGS. feeame sor Ey. 
Apologies. In addition to the public plans, five per cent would 


certainly do the trick. 


Let (me, justi.go back, «to | yours, originals questionariesthink awe 
should «= not ,sforget that prior to 1957 the  cétirement—-income 
provision by continued employment or any kind or form of saving was 
a prevalent form of incoming planning. The position we have taken 
here is that there are various layers, and they are the more 
formalized and recognized in tax incentive retirement income 
schemes in addition to others. If an individual decides to plan for 
his or her retirement using capital accumulation in whatever form, 
Or possibly continued employment ought to be recognized as one 
possibility--if it's consistent with his or her lifestyle, 1. think 
it's clearly one viable form. 


Whether this has generally been taken as socially acceptable, 
I think may be a different matter. We certainly would take the 
position given that the framework and the system in existence in 
Canada that levels one, two and three--the public plan, the 
employer-sponsored plan and the personal tax sheltered and tax 
incentive plans--are more desirable plans for retirement planning 
rather than the latter alternatives. Nevertheless, for some people 
in certain age groups, say 50-plus, this represents a conditional 
problem. I think they have to rely on those forms because they 
didn't have the opportunity long enough to participate in the other 
plans for whatever reason. 


Mr. icCiellan: Alls right, itis helpful. (Ae. leasctacl think 
I understand your proposals more adequately. One of my problems 
remains that when you are talking about a five per cent 
contribution rate you are arguing that the employee should bear the 
full burden of the five per cent. 


Dr. Haehling Von Lanzenauer: No. I don't think we are 


arguing that. Let me step back. Most of the studies consider the 
pension provision in terms of coverage, membership in a plan, and I 
think this is totally inadequate. The fact that somebody is a 
member in the plan, the fact that one hasn't RRSPs, doesn't mean 
anything. ~1f iyou, don’t .contributertouityilt doesn tedo sanytning mor 
retirements, iL. think, -the.only sthing, whichermetterse issiwhavoinr. 
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Wietfeldt «calls ‘the . yield which any ~ retirement **incone”™ will 
eventually provide. The five per cent I am mentioning is not 
necessarily implied as being the burden or is being carried by the 
employee alone. Quite to the contrary, I think arrangements could 
be made and in the independent business sectors I have observed 
most of these so-called group registered retirement savings plans 
are being shared by the employer and the employee jointly; in many 
instances, to a larger proportion by the employer. 


By HU eDalt 


Moe pcclellans=sbiwitily accepts your. figures for. thes 2oncper 
cent who are covered, but the 75 per cent who are not covered are 
not covered. 


Dr. Haehling Von Lanzenauer: They are either covered by 
an employer sponsored plan, a typical money purchase plan or 
defined benefit plan, or are alternatively covered by an RRSP, 
through which their employer makes contributions. This is a 
responsibility the employer takes on behalf of his employees, and 
this has frequently been overlooked. 


Mr. (McClellan: I am counting them all. up, using your 
figures for employees' coverage of RRPPs and RRSPs, et cetera, from 
your table on page eight, and we still get only 25 per cent of the 
work force in your separate coverage, which leaves the remaining 75 
per cent with no proposal as to how to cover that group except 
options three and four which, again, are either sell your house or 
keep your nose to the grindstone after age 65. 


Dr. Haehling Von Lanzenauer: The 25 per cent you are 
referring to on page eight, right? 


Mr. McClellan: Yes. 


Drie Haehling Von Lanzenauer: That does not include 
individual RRSPs being utilized by employers or employees. AS a 
matter of fact, based on our somewhat limited result, about 50 per 
cent of all employees carry a personal RRSP. I do not think we can 
conclude ‘that »-if they are ~not “inthe °25>-per= cent ‘covered: by 
employer sponsored plans they are not covered at all. If they are 
not, they frequently have a personal RRSP which should _ be 
mentioned, and should be recognized specifically if the employer 
contributes to that plan which is, in many instances, the case. 


Mr. Mackenzie: Can you verify that 50 per cent figure? 


Dr. Haehling Von Lanzenauer: We have it in. Sthe.»detailed 
study. It is based on the statistics we have collected. 


Mr. Mackenzie: One of the things that would bother me on 
that is the fact that 55 per cent or 54 per cent of all Canadians 
on retirement qualify for guaranteed annual income system or 
guaranteed income supplement because they Ssimpry “edo? > nohiyihave 
adequate pensions. 


There are some people who have not picked that Gains and GIS 
up that are qualified which would add to that, although it may be a 


18 


very small percentage. Certainly, there are people just over it, 
because I have them coming into my constituency office now, who do 
not qualify for a Gains cheque, who are in trouble pension-wise. I 
do not know what the figure is but I suspect we are looking at a 
figure somewhere over 60 per cent. 


Dr. Haehling Von Lanzenauer: I would like to point out 
here that I am not talking about the adequacy of the retirement 


income for the current elderly. The study was done on a prospective 
basis for those currently in the work force. That was the position 
taken. Is the system in place capable of providing retirement 
income if members of society are willing to do so? 


Those members you are talking about are probably in the age 
group 60 to 70, and the RRSP did not start until 1957 on a limited 
scale. There was no hysteria about retirement income planning. 
Nobody talked about it. Nobody had the incentive to start them. If 
you became alerted to this in the last five or 10 years since it 
became a hot topic and you began to start planning that certainly 
was too late. The people you are referring to would primarily be 
the result of a transitional problem, not the fault of the existing 
system. 


Mr. Mackenzie: There are some in the existing system with 
pensions up to $1,000 a month who are finding that within two or 
three years it is not going to be anywhere near adequate and they 
are feeling the pinch right now. 


Dr. Haehling Von Lanzenauer: I do not have the evidence 


for these specific instances. 


Mr. Mackenzie: Pensions that high are relatively recent 
in an industrial city like mine, I can tell you. 


Dr. Haehling Von lLanzenauer: Nevertheless, the point is 
whether we tighten the belt now, or later. If you are not willing, 


during your active years of employment, to prepare for retirement 
in whatever form, jointly with the employer or individually, it is 
to be expected. If everything has been consumed now, then you just 
Simply rely on the public plan, which is not adequate by any 
standard. 


Mr. .jAChairman:.. That... would. still .tend co. improve gece 
consumption, would it not? 


Dr. Haehling Von Lanzenauer: It would be-- 


Mr. «Chairmanse; Thats isw stili_.,consumption..-ltsslsr JUSE. chag 
it is being financed in a different way. You said they were relying 
on the public system. 


If I may just interject here for a moment, the thrust of your 
presentation as I understand it was that the system in place can 
accommodate adequate retirement income, not without saying that 
there shouldn't be some reform in terms of vesting and items like 
that, some adjustments. It strikes me that implicit in what you say 
is that the individual will make use of the mechanisms that are 
there in the system that's in place and therefore provide at the 
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age of 65 for his. retirement. We still have the philosophy of 
whether or not the individual will take advantage of it. 


While the choice is there, he may very well not take 
advantage of it and then you still have a public system that has to 
come into play in order to ensure adequate retirement. How do you 
get around that without mandating? 


Dr. Haehling Von Lanzenauer: I fully agree with you, Mr. 
Chairman. There are two positions. When we say the current system 
is capable, what we really mean is it has to be maintained and 
updated. It implies that, for example, the RRSP contribution should 
be indexed and not only necessarily indexed to the rate of 
inflation, possibly indexed maybe to the. productivity of the 
economy. Secondly, maybe any kind of indexing-- 


Mr. Chairman: The index is negative then. 


Dr. Haehling Von Lanzenauer: Hopefully not in the _ long 
haul. Secondly, there are questions of when it has been indexed. If 
one looks back, the RRSPs have been increased twice in 24 years of 
existence. There are significant implications of that one. This is 
position number one, that we don't recommend a major overhaul, we 
mean the current system is capable, provided it is being updated 
and kept in pace with the other developments in our economy and 
society. 


The second thing, clearly, is how do we make people use it 
and I think that's really a challenge. Our position is it would be 
desirable for a nation and society such as ours here to provide and 
find vehicles, innovative vehicles, to induce the use of the 
existing system in a free society. I realize this is no easy task 
but I would maintain this is a position at least worthwhile to be 
contemplated and clearly there are possibilities around the corner. 


One is simply the fact of a tax sheltered system. Look at the 
RRSPs. They have billions of dollars accumulated. As a result, on a 
voluntary basis, I am sure there are forms and vehicles which allow 
uS, maybe through some form of moral suasion or additional 
legislation, to make use of the RRSP more effectively. 


Let me reiterate, based on our data--these are the data which 
go back to the special Revenue Canada statistics; unfortunately 
they are outdated, 1976--the percentage participation in terms of 
contributions that year to RRSPs nationwide was 16 per cent, while 
it was 60 per cent in the independent business sector, combined of 
employers and employees. This tells me that if there is no other 
system in place for whatever reason, that the employer can afford 
it or it is a joint agreement between employer and employee that 
they work out their own arrangement, that they take advantage of a 
facility which is around. Along those lines, I would reiterate the 
recent federal budget position of, for example, not making the 
contribution any longer tax deductible, is working against a well 
established, well utilized system specifically for one sector of 
our economy. 


Mr. Chairman: I can't help but agree with you on that. I 
see a lot of that budget is contrary to good sound public policy. 
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sre) Sie 


Mrs Gray: Ifmeyouschoses toytbe, aucomplete cynicya you, might 
view the current federal budget as an overt attempt to reduce the 
flexibility of the private system to the point where it won't work, 
and subsequently to require mandatory imposition of an expansion of 
the CPP at the federal level. 


Dr. Haehling Von Lanzenauer: Specifically, if I may add 


to this, Brien, for the long-established source of retirement 
income via equity buildup, primarily, of course, in the hands of an 
employer, through the doing away with income averaging annuity 
contracts. It is a total wipeout of a well established and long 
recognized source of retirement income planning. 


Mr.)) Chairman: ‘+ Mrs.) McClellan). Jecinterruptedia youtuen, | al 
sorry. You are more of an expert on Machiavelli than I am. Maybe 
you can-- 


Mr. McClellan: Why don't you interrupt Mr. Williams from 
time to time? 


I was curious about your section on vesting. On page 23, you 
say 39 per cent of the respondents said the minimum should be two 
years vesting and 53 per cent favoured more than two years. Is this 
of your total sample? 


Mr. Gray: Of those who replied to the survey. 


Mr. Wietfeldt: Of those who said that there should be a 
minimum vesting requirement. Eighteen or so per cent said no. 


Mr. McClellan: So what you are counting there are the 
respondents? 


Mr. Gray: Of those who answered yes to the vesting 
question, 53 per cent said it should be more than two years. 


Mr. McClellan: What I am curious to know is how many of 
them actually have plans at all? 


Dr. Haehling Von Lanzenaver: I don't have the numbers 


with me, but of those who preferred some (inaudible) service or 
age, 81 per cent found it favourable to have some vesting rule-- 


Mr. McClellan: That is 81 per cent of the total 
respondents? 


Dr.  Haehling Von Lanzenauer: Of the total respondents, 


which probably implies that 25 per cent or so had a registered 
pension plan. 


Mr. McClellan: Frankly, I would be more impressed with 


the response with respect to ideal vesting provisions if the 
employer-respondent actually had a plan in force. 


Dr. Haehling Von Lanzenauer: But again, let me reiterate, 
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in many instances the questionnaire was set up in such a fashion 
that we went by the classical definition of a registered pension 
plan and the percentage refers to that number. An employer who 
makes a contribution on behalf of his employee to an RRSP makes a 
contribution to his retirement income planning, which is fully and 
immediately vested. That has not been (inaudible). I think this 
attitude question we sampled is reflected, or the percentage we see 
here, is reflected in their actual behaviour. 


Mr. McClellan: I suppose in the gratuitous comment 
department, our committee is notorious for making gratuitous 
comments. Considering the concern of your respondents with respect 
to a desire to reward the loyalty and continued commitment of 
long-service employees, it remains beyond me how the small business 
community expects to even attract loyal and long-service employees 
when it continues to argue so vociferously and so elaborately 
against modern social security measures. 


MreteGrav: eal think) one «,of-) the -.real-wstrengths p,ot asmall 
business is its imagination and use of incentives and other kinds 
of vehicles to compete against the other players in the market for 
employees. I will give you a spot example. One of our members went 
before the Conservative task force on the recent federal budget and 
complained that the removal of the use of deferred profit sharing 
plans, IAACS and the like, made them totally uncompetitive in 
grabbing off Bell Canada employees, which they were able to do with 
profit sharing plans and other forms of enticement. 


Now that the budget has brought in measures that make that 
virtually impossible to use, they are very concerned about their 
ability to recruit good staff. Now perhaps I am talking on a high 
technology end of the-- 


Mr. McClellan: You are simply reinforcing my argument. 
You are talking about companies who have made a plan available to 
their employees. 


Mr we Gay tn nat. S right. 


Mr. McClellan: Your own statistics indicate that only one 
per cent of employees in your sector are covered by deferred DrOLEt 
sharing plans. 


Mrs Gray's You’ chose to take deferred profit sharing 
plans. You can take any other number of vehicles, whether you are 
talking about IAACs, whether you are talking about giving share 
options or whether you are talking about Participation ~inyp.the 
profits, there are any number of ways of encouraging people to come 
in. The fact that you may or may not have an added level of 
coverage in your pension scheme may be one way one firm goes after 
getting that employee to come and work for him, but there are any 
other number of ways of getting him to come as well. 


One of the problems in this discussion is that we tend to 
broad-brush everything to say that a person who makes the free 
choice in his lifestyle to consume today ought to get the same kind 
of coverage as the person who similarly makes a free choice to save 
for his retirement. I do not know whether that is necessarily the 
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way we should be looking at it. 
Mr. Chairman: Obviously a philosophical clash. 


Are there any further guestions? If not, I want to thank you 
gentlemen for taking the time to come here today. We welcome your 
presentation. It has certainly been stimulating. 


Mr. Williams: Mr. Chairman, when will Dr. Haehling Von 
Lanzenauer's study be available in its completed form? 


Mr. Wietfeldt: It has not been exactly decided. We have a 
few corrections noted, we have to agree on some corrections; there 
is a bibliography to be prepared and a few matters like that. It 
should not be a very long time. 


Mr. Williams: Will you be able to make a copy available 
to the committee? 


Mr. Wietfeldt: Of course, we would be sending the 
committee a copy. 


YOUNG WOMEN'S CHRISTIAN ASSOCIATION OF METROPOLITAN TORONTO 


Mr. Chairman: The next delegation is the Young Women's 
Christian Association of Metropolitan Toronto, Leona Gislason. If 
you would not mind coming forward and then you can correct my 
pronunciation. I gather you are accompanied by Judy Campbell. 


Ms. Gislason: Mr. Chairman and committee members, my name 
is Leona Gislason. I have just completed a term as a board member 
and chairperson of the social action committee at the YWCA. I have 
with me Judy Campbell, who is staff resource to the social action 
committee. My presentation will take about 15 minutes. 


The first part will outline the broad principles upon which 
we would like to see pension reform based. Then we will respond 
briefly to some of the recommendations of the royal commission and 
conclude by summarizing our recommendations for pension reform. 


We do not appear before you as experts in the technicalities 
of pension coverage, but we appear here as advocates on behalf of 
women, the single largest group victimized by current pension 
systems. We note that the interim report from this committee does 
not address all the issues that we view as important to women. So 
Our appearance before the committee today is timely. 


The YWCA of Metropolitan Toronto, as an organization of more 
than 700 members and many additional program participants, all of 
whom are women, has a special concern that pension reform be shaped 
to accommodate the particular conditions of women. In 1976, we 
Submitted a brief to the Royal Commission on the Status of Pensions 
in Ontario that proposed that pension reform be based on the 
Principle of equity for women. 


Underlying this principle are these assumptions: Marriage is 
a legal, social and economic partnership with married partners 
entitled to share in the assets acquired by either or both of them 
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during marriage; that the spouse who remains at home to perform 
child-rearing tasks..1sy_.just..as.much,.-a..producer,.oaf, .goods..and 
services as 1S the spouse who works for pay; and that the spouse 
wno provides such services should be able to participate in the 
Canada pension plan and have benefits in his or her own right. 


We continue to assert that if women are ever to have equal 
access with men to., adequate . pensions, we  must,..abandon .the 
assumptions underlying our current pension systems that full-time 
participants in the labour force--usually men--will through the 
pension system be able to provide adequate retirement income for 
their dependants. This assumption has never reflected the real 
world of women, and the consequence of this assumption has been 
increaSing poverty for increasing numbers of elderly women. 
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More and more women, compared with men, are totally dependent 
on the old age security which provides an income below the poverty 
line and the means-tested guaranteed income supplement and Gains 
programs. Private pension systems have served women poorly indeed. 
While 50 per cent of male employees have access to 
employer-sponsored pension plans, only 31 per cent of female 
employees do. Very few women who have access to these plans 
actually obtain benefits because of vesting and portability 
limitations. Only 44.1 per cent of employer-sponsored plans provid 
Survivors benefits; most of these are government agencies and these 
are usually optional. Only 53 per cent of women from ages 20 to 64 
contribute to the Canada pension plan, compared with 94 per cent of 
men. While 70 per cent of men are eligible for maximum CPP 
benefits, only 35 per cent of women achieve this. 


The women's movement has, particularly since the 1960s, 
created an awareness among women of the value of their contribution 
to society as wives, mothers and homemakers. This is already 
reflected in family law reform. It has also awakened among women an 
awareness of how the male-oriented world of work has disadvantaged 
them in terms of accessibility, advancement, salaries and benefits. 
As these women enter the ranks of the elderly they will not accept 
their roles aS poor widows, spinsters or divorcees with the 
equanimity. .oftheir..mothers. For.them, poverty. in .old. age will 
Doingja particularamisery. 


The statistics relating to elderly women and _ poverty 
highlight the urgency of pension reform. Not only is the proportion 
Qn welderivarin «Canada <increasing trom. one sin neleven, “toda yestOand 
projected one in five in 50 years, but increasing numbers of these 
elderly will be women. Already, more than half of Canadians over 65 
and three fifths of Canadians over 75 are women. More than 60 per 
cent of women over 65, compared with 25 per cent of men, are not 
dependent on a spouse; they are single, divorced or widowed. Of 
these,. almost,60 per cent,.live below the. poverty Line as TWOetht nds 
of women over 75 live in grave poverty. 


Given that women live longer than men and are unlikely to 
live out their years as a dependent; given that increasing divorce 
rates will result in increasing numbers of former wives who are 
neither participants in the work force nor dependents) of 
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participants; and given the barriers that women face to achieving 
adequate pensions through paid employment, the necessity for 
pension reform based on the assumptions defined in our brief to the 
royal commission becomes clear. The right of each person to acquire 
pension credits in his or her own right rather than as a dependant 
must guide pension reform. 


Regretfully, the royal commission points to the increasing 
participation rate of women in paid employment as the basis for a 
solution to the problem of providing adequate pension coverage for 
women. Our view iS not as optimistic. Rising unemployment rates, 
entrenched discrimination in employment practices, and developing 
microtecnnologies will continue to affect employment opportunities 
for women for decades to come. Some women will continue to assert 
their right to be fully employed in child-rearing tasks as well. In 
the year 2000 there could still be as many as a million full-time 
Canadian homemakers between the ages of 20 to 64. 


These women, too, are unlikely to end their years as 
dependants of a full-time wage earner with adequate pension 
coverage or survivors benefits. Moreover, of those women in the 
work force, only about half work full-time, and employer-sponsored 
plans rarely cover part-time workers. To incorporate the value of 
the goods and services of the spouse remaining at home to perform 
child-rearing tasks then,is an important aspect of pension reform, 
and our recommendations will reflect this. 


Our response to the royal commission report: We recommended 
in our brief to the royal commission that Ontario support without 
delay the amendment to the CPP that would exclude from the pension 
calculation the years spent in child-rearing tasks. We are 
gratified that the royal commission concurs. We also recommended 
the splitting between spouses of pension credits accumulated during 
Marriage. We note the royal commission opposes this even in the 
event of divorce. The royal commission’ dismisses® ‘the® issue’ of 
pension for homemakers on the basis of the rising participation 
rate of women in employment. For the reasons given above, we are of 
the opinion that the inclusion of the value of goods and services 
related to child-rearing tasks is essential to pension reform. 


Its recommendations regarding PURS contain many features 
attractive tO women--coverage of part-time workers, immediate 


vesting and locking-in, © portability, “unisex mortality “‘tables, 
mandatory survivors benefits. 


The fact that PURS could take 47 years to mature poses a 
serious problem for women in view of the urgency of pension reform. 
The YWCA “believes ’that° the "priority, in “pension retorm must ois 
expansion of the Canada pension plan both in levels of benefits and 
in coverage. Only such expansion will meet the financial needs of 
Older women in the future. A reformed private pension system would 
not. A reformed private pension system would, because it applies 
Only to women in the work force, provide at best supplementary 
retirement income to select groups of women. 


For those who would argue that the expansion of the CPP would 
remove from the individual the option of how and to what extent one 
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would choose to acquire pension benefits, we would point out that 
for poor elderly women the issue is not one of choice, but of the 
right to adequate pension benefits. The CPP is the only vehicle 


available for providing all women an individual right to pension 
benefits. 


Our recommendations for pension reform are as follows: First, 
we recommend that the OAS be increased immediately to a level that 
would bring the income of married and single elderly individuals 
above the poverty line and that the OAS be adjusted to reflect need 
through the tax system. We note that 51 per cent of the elderly 
take advantage of the GIS. Many thousands of individuals are on 
welfare for the first time when they become old. We oppose the 
needs-tested GIS and Gains programs. 


We recommend that the government of Ontario vigorously pursue 
mandatory affirmative action programs, contract compliance 
measures, job re-entry programs and non-traditional job training 
programs for women. Equal pay for work of equal value must be 
incorporated into the Employment Standards Act immediately. We 
recognize that one of the causes of inadequate pensions for women 
is their unequal status in relation to paid employment. 


We recommend the adoption of the drop-out provision to the 


CPP allowing exemption of the time spent at home with children 
under seven from calculation for benefits. 


We recommend that the drop-out provision be extended to cover 
the pregnancy leave of absence or, alternatively, that the CPP 
credits be paid for by government during this period. 


We.erecommend “that” ins/’addition: 7 tov>aci child-care: drop-out 
provision, there be a dependant-care drop-out provision added to 
CPP, whereby the years caring for severely disabled relatives or 
spouses would be excluded from calculation for benefits. 


We recommend the inclusion of homemakers who do_- not 
participate in the paid work force in the CPP. We, however, reject 
the concept of voluntary contributions. Only families with higher 
levels of income could afford to make contributions. Moreover, this 
reinforces the dependence of a woman upon her spouse. European 
experience has shown that only limited numbers of families would 
exercise this option. 


So we recommend that homemakers with children under seven who 
do: not re-enter the work force participate in the CPP. We recommend 
that there be provision for independent contribution to CPP by 
other homemakers with older or no children. But in this case women 
are contributing their unpaid services more to their husbands’ than 
to society's benefit. So husbands or spouses of these homemakers 
should then bear the brunt of making contributions, but we do not 
feel this should be left optional. One suggestion that we find 
interesting is that to enforce contributions in a spouse's name, 
individuals wanting to claim an income tax deduction LOG) a 
dependent spouse could be required to show Proor of having made’ CPP 
contributions in his or her name, thus translating a tax benefit 
into pension benefits for the spouse. 
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For purposes of computation of CPP contributions, work in the 
home could be given the dollar value of half the average industrial 
wage, presently $8,200, which is slightly above the national 
minimum wage and is fairly close to the cost of replacing the 
services of the homemaker by a domestic worker or daycare facility. 


We recommend that credit-splitting of CPP credits accumulated 
during marriage should be mandatory at the point of marriage 
Gissolution. Secondly, credit-splitting of CPP credit accumulated 
during marriage should be mandatory on the day the younger of the 
couple reaches 65. In reply to the argument that the latter would 
result in an inadequate level for both parties, if inclusion of 
homemakers in CPP has allowed credit contributions in the woman's 
name, then there would be adequate benefits for both. 


We recommend that it be mandatory for CPP to provide survivor 
income benefits and that this level be at least 80 per cent of the 
benefit level of the plan member. 
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We recommend that an adequate minimum benefit level of 50 per 
cent of half of the average industrial wage be established in an 
expanded CPP system. This iS premised on the involvement of 
homemakers. We would recommend a benefit formula which would be 
fair to low-income workers because most low income workers are 
women. At this point I want indicate that it appears women are 
paying over 30 per cent of the credits to CPP and are getting only 
20 per cent of the benefits. In fact, women are subsidizing the CPP 
system. 


To assure fairness to low income workers, the Quebec 
government's task force, for example, proposed that the QPP equal 
50 per cent of the portion of the workers' earnings below half of 
the average industrial wage, plus 25 per cent of their earnings 
above that level up to the average wage. With such a benefit 
formula, we can ensure that women earn adequate benefits despite 
relatively low earnings. 


Witn regard to the private pension plans, the YWCA wants the 
private pension plan system reformed primarily to stop it from 
working unfairly against women's financial interests as_ the 
existing system now does. In 1978 only nine per cent of all female 
employees as compared to 19 per cent of male employees met the 
requirements of age 45 and 10 years of service. These factors make 
it imperative for women that vesting and portability be improved in 
private plans. Few part-time workers have access to coverage in 
private pension plans. We are gratified that the Treasurer of 
Ontario has recently acknowledged that coverage should be expanded 
to include these workers on a prorated basis in private plans. 


Finally, we recommend the Family Law Reform Act be amended to 
include all pensions as a family asset to be split on marriage 
breakdown. We also made this recommendation to the royal commission 
in 1976. That is my submission. 
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Mr. Cnairman: Thank you, Ms. Gislason. Maybe I could lead 
prime Tiavthere «1st to;tbe. reformiin ‘thesiCanada’ Pension Plan; ‘there 
have been Suggestions of enrichment in terms of the present 
benefits, as well as the extension of the coverage to homemakers 
and so forth. Bearing in mind that there may be a limitation in 
terms of costs to implement this reform, what would your preference 
be, to expand the coverage as a priority and then get on to 
enrichment in terms of benefits or would you work in the other 
G@lrection? This is a hypothetical. question. 


Ms. Gislason: My immediate answer, and perhaps Judy could 
back me up or dispute that, would be that rather than increasing 
Denerits,,. the extent of coverage would be otr ficst—prvority. 1 
think it is essential that homemakers get covered. I think a lot of 
Our other recommendations are premised on this. For example, the 50 
per cent minimum of half the industrial wage, if it were to cover 
all women, would be premised on the fact that homemakers are 
included as earning hnalf the average industrial wage. Then under 
our benefit formula that would give them that replacement. My 
immediate response would be that should be the priority. 


Mr. Chairman: Extend the coverage to include those 
persons who are now not covered and who you suggested should be, 
and bring those up to the standard that the rest of the people 
enjoy, and then presumably go from there. 


MspreGistason: =1- would’ esay.Sithate el, 7.do Pnoterknowe tiate at 
would not imply enrichment, but it would imply increased costs. 


Mr. Chairman: Any questions from the members? 


Mr. , Vani Horne: ‘Your ipresentation, is -igood. tlsvuam not, sure 
ieraodressess itself to. our. anterim) report, -andel samewonceringer£ 
you have any further comments or observations, aside from what you 
have obviously taken a lot of time to prepare, about the report 
that was issued back in the fall by this committee and particularly 
the 18 recommendations in that report. As I have read the brief and 
Mistencds» to.) you,) today, »iyou,. Seem «to eaddress.- the gefirst e two 
recommendations that we have as they relate to improving guaranteed 
income supplements and Gains. 


Ms. GisSlason: We do not say that, but we address it, yes. 


Mr. Van Horne: The hint is there. I am wondering, Mr. 
Chairman, if they would have any comments about the interim report. 
Was it close to the mark in your view? 


MSs. Gisiason: I would say thedagreasonwwwepdidn'’t, spend ca 
lot of time with that is the priority we give to CPP expansion. We 
really feel that since your interim report didn't address that, and 
feane sure =vyour Linal” "report will, “in “termse oor PoLouEeLes OUT 
attention wouldn't be focused on that. Now, around PURS = and 
recommendations, there again you haven't made precise 
recommendations, but I think that kind of plan would benefit women. 
I am not saying that specific plan would, but I think it contains 
elements within the employer-sponsored realm that would be of 
benefit to women. 
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I. ..think Ay You “weviesyern @a your report addressing another 
alternative to SPURS =that would“ involvez.a/ Kind “of earamilys ~ om 
employers, that could’ improve? .portabilaity.-.Yous) talk = abouts the 
insurance field as an example, and I might point out at this time 
that the United Way agencies involved or created a portability 
provision within the United Way agencies, and they employ a lot of 
women. Tney found that women don't seem to stay within United Way 
agencies, so the portability question wasn't addressed. I would 
think that something more like PURS would be better than looking at 


groups of employers getting together to provide portability 
provisions. 


Mr. McClellan: My colleague and I in the New Democratic 
Party basically accept the premise you have presented that the 
solution lies in enriching public sector plans. We basically are 
trying to grapple with precisely the same problem you have 
identified, that is, the plight of women, the excluded position of 
women in the pension picture. After a lot of thought and some 
revision and some revision of revision, we have come to the 
conclusion we should be advocating more of a reliance on old age 
security than most of the proponents of public sector reform are 
advocating. You have indicated in your first point that you want an 
increase in old age security without being specific as to the 
level. Is there some reason why you left that-- 


Ms. Gislason: I think the reason we left it in general 
terms was, aS I said at the beginning, we are speaking in terms of 
broad principles. We don't have the resources to work out the 
economics of it and I think if we could at least get people to 
address principles and use their resources to work out details, we 
have accomplished as much as we can accomplish, given our resources. 


Mr. McClellan: When you say in point one that “the old age 
security should be adjusted to reflect need through the tax system, 
I assume you are talking about a tax-back provision rather than the 


position of some kind of means testing. I assume you want to keep 
Old age security a universal flat-rate program. 


Ms. Gislason: Right. 


Mr. McClellan: You have obviously borrowed or relied at 
least on the work done by Louise Delude. 


Ms. Gislason: Right. 


Mr. McClellan: What mechanism do you propose to collect 
contributions for homeworkers who are under the CPP? 


Ms. Gislason: You mean the source of the contributions? 


Mr. McClellan: Louise has suggested the husband should 
pay. 

Ms. Gislason: You mean for those who have children over 
seven because, for those with children under seven, we would 
propose they participate. 


Mr. McClellan: For voluntary homeworkers,. 
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Ms. Gislason: But for those who (inaudible) and service, 
aS we Say, thelr spouses, we would suspect that would occur through 
Chextaxe system. 


Mowecampbell sn Ts. think. =that.. we are> {supporting = -Loulse 
Delude's suggestion that the husband, in order to take advantage of 
the tax benefit of a dependent spouse, would have to show proof of 
having submitted a CPP contribution in her name for homemakers over 
seven. In our brief on page 5, that's where-- 


Mr. McClellan: I wasn't clear what mechanism you were 
proposing. 


; We basically seem to be heading towards a recommendation that 
old age security should be raised to a level of 40 per cent of the 
industrial wage 2in order to give a base./adequate™ coverage (to 
low-income population, whether women or whoever, on the assumption 
it is probably @going ~ to cbe® aimvong ‘timebeforeu thes structural 
inequities of the economy are resolved. As long as you are relying 
in’ any Kind ‘of a major way on occupational plans, even in ‘the 
Duplicow sectors ,iite would. simply ~duplicatem the distortions. “and 
PneguutLlesm-of othesslabours market. Unless Mtiegets "to thew really 
complicated to adjust the occupational-based plans even in the 
public sector to try to compensate for all the inequities, you end 
up with potentially a real Rube Goldberg set of machinery to try to 
Make the compensations. Our thinking is that we should build on old 
age security, which has the advantage of being redistributed right 
OLf the batland toughen up, as you suggest, the tax-=-- 
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Ms. Gislason: i think we also. feel, though, aa is 
important for women that they achieve recognition through their 
income as elderly for their contribution to society, and OAS does 
not do that in the way a pension does. I think there is a 
psychological aspect to that too and more and more women, as they 
become "liberated," I think will see that as important for them. So 
the demographics of women 20 years from now are very different from 
the demographics of women now in terms of psychological makeup. 


Mr. Mackenzie: In other words, you might argue with us 
over percentages, but you see a need to improve both the OAS and 
che CPP? 


Ms. Gislason: Yes, and certainly in the immediate future. 
OOvLOusS! yal CmiSeaucrisis. 


Mr. Williams: I waS just wondering whether the 80 per 
cent factor in your recommendation 7 was arrived at on any 
analytical analysis, or is it a figure you have arbitrarily picked 
OULSOL the alr? 


Ms. Gislaon: I wisn it were. There is some debate around 
this and this was a sort of compromise at a higher level. I think a 
majority of our board members and so on can also think in terms of 
two thirds, because again if you have a spouse getting 100 and the 
Survivor 50 and you divide that, you get more like 75 as a benefit 
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level. I won't provide any great analysis of why it should be 80, 
but it certainly should be enough to provide a dignified standard 
of living for a single person. I know people Say itiovs yasiflow tae 
60. We happen to think it is probably more than 60. 


Mr’. > Van £ Bornes 5°Mr ai Chairman, acwhether (othisberms © ainpgeem 
question »storend onifor(not,.. dsidom't' Know; sibut vous represent, syom 
say, 700 members. In your view which group is the best spokesperson 
for the women in Ontario? Is there any one single body that is the 
Dest? 


Ms. GiSlason: An umbrella organization, you mean? 
Mr. Van Horne: Yes. 


Ms. Gislason: Well, we work very closely with the 
National Action Committee on the Status of Women. We are members of 
the national action xommittee. The advisory council's research is 
excellent. We support a lot of work coming out of that. We think 
tne Ontario Status oof Women Council has-~= made some good 
recommendations. We don't think they go far enough, but we don't 
know why. So I think there is a lot of accord among women's 
Organizations and some just have variations or whatever. But the 
basic principles, I think, are quite universally accepted among 
women of the groups I have mentioned. There might be others who 
would oppose everything we say. 


Mr. Chairman: That iS a good political answer, isn't it? 


Mrs. Van Horne: i 1s “@ | good. . answer, political) ] ses 
otherwise. 


Mr. Chairman: I think you are looking for maybe a single 
authority, but it is hard to-- 


Mr. Van Horne: It's like asking your wife where she wants 
to put the chesterfield. 


Ms. Gislason: Not quite. I think women have come together 
on a very broad front. I'm sorry I cannot be more precise than that. 


Mr. Chairman: Thank Beyou Ee verny gemuch. It was avery 
Stimulating brief and we appreciate you coming before us today. 


The committee adjourned at 3:54 p.m. 
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LEGISLATURE OF ONTARIO 


SELECT COMMITTEE ON PENSIONS 


Tuesday, January 26, 1982 


The committee met at 10:13 a.m. in room No. 151. 
INSTITUTE OF CHARTERED ACCOUNTANTS OF ONTARIO 


Mr. Chairman: Gentlemen, we have with us this morning Mr. 
Skinner, who, I believe, is the chief spokesman and the second 
vice-president of the institute. Would you mind coming forward with 
your delegation, please? You can introduce the two others you have 
with you. 


Mr. Skinner: Mr. Chairman and members of the select 
committee on pensions, I would like introduce Donaid J. Cockburn, to 
my immediate left, who is the chairman of the institute's special 
committee on pension legislation, and a partner of the CA firm, 
Clarkson Gordon and Company. On his left is Peter LaFlair, chartered 
accountant, director of professional services for the Institute of 
Chartered Accountants of Ontario, who has worked on our various 
pension committees. I am the second vice-president of the institute 
and a partner of the CA firm, MacGillivray and Company. 


We thank you for your invitation to appear before you on 
behalf of the Institute of Chartered Accountants of Ontario. Our 
institute has about 15,000 members in Ontario, about half of whom 
are in practice as public accountants and auditors. Many of the 
other half of our members, who are involved in industry, education 
and government, et cetera, have interests in pension matters other 
than aS auditors. 


The background of our participation in this process of 
evolutionary change in pension planning and legislation could be 
summarized briefly as follows. In the mid-1970s, members of our 
institute sat on an ad hoc committee established with the 
encouragement of the Pension Commission of Ontario when the issue of 
audit of pension funds was being discussed. This committee also had 
representatives from trust companies, insurance companies, actuaries 
and legal, among others. 


The royal commission was established on April 20, 1977, and 
the ad hoc committee was dissolved without reporting when the 
commission was created. At that point in time, the institute created 
a special committee on pensions to respond to the royal commission, 
as requested. The ICAO response to; the royal commission, dated 
January 31, 1978, was a fairly lengthy document, and presumably was 
taken into account in the drafting. The Pension Commission of 
Ontario invited the institute to assist in this process by 
commenting upon proposed draft legislation and regulations. Mr. 
Cockburn will address the issues we feel to be most germane to our 
particular field of interest and to our professional expertise. 


Mr. Cockburn: Our brief touches on two areas we believe to 
be pertinent to our area of expertise. One is the area of disclosure 
and the other is the area of audit requirements for pension plans in 
Ontario. 


The royal commission made a number of recommendations in its 
recommendation 83 on the matter of disclosure of information to 
beneficiaries of pension plans. Subsequent to the issue of the royal 
commission report, regulations 23 and 24 were added to the Pension 
Benefits Act in 1981, and we have looked at those regulations. We 
consider they more than adequately responded iO, othe roval 
commission's recommendations in this area. However, we noted that 
the regulations contemplate the reporting of this pension 
information at least every third year, whereas the royal commission 
had recommended that this information be reported to the 
beneficiaries under the pension plans on an annual basis. So we 
would recommend to your committee that consideration might be given 
to taking a look at regulations 23 and 24 with the possibility of 
requiring annual reporting of this information to plan members. 


In the area of audit, the royal commission made two 
recommendations, 84 and 85, which touch on the audit of pension 
plans. Berore we comment on those recommendations, we should point 
out that the Institute of Chartered Accountants of Ontario has been 
working with representatives from the Pension Commission of Ontario 
in the process of drafting proposed legislation that would respond 
to the royal commission's recommendations 84 and 85. We believe such 
proposed legislation is now drafted and, because of its importance, 
will be issued in draft form for comment, a process that we support 
and one that was followed in November 1981 for proposed regulations 
respecting pension benefits guarantee fund and the winding up of 
pension plans. Through working with the representatives of the 
Pension Commission of Ontario, as we have mentioned, we have 
participated in the process of drafting the proposed legislation, 
and we believe this proposed legislation responds to the concerns of 
the royal commission in this area. 


We do have one comment we would like to add to this area, and 
that is the question of whether mandatory audit requirements for all 
pension plans in Ontario might not be somewhat onerous for the 
smaller pension plans. We suggest that consideration might be given 
to exempting from such mandatory audit requirement all plans with 
less than a prescribed number of members, possibly 100, possibly 
some lesser figure. This exemption, of course, would be subject to 
approval by the pension commission and possibly a majority of the 
plan members if that were considered to be viable. Based on the 
latest figures I have seen on statistics for pension plans in 
Ontario, this would eliminate the need for an annual audit 
requirement for about 78 per cent of the plans in Ontario, but only 
about six per cent of the plan membership. 


LOS 2O0jcaeIs 


Mr...Mackenzies Can, 1. interrupt for. just! a, second. theram 
How can you make a case on one hand for the annual audit and then, 
because it happens to be a smaller group of 100 or less employees, 
make the argument that they do not need to know where they stand 
annually. The Jogic of that. bothers meya bit. 


Mr. Cockburn: Our feeling was that there are a number of 
pension plans that have maybe 10, 15 or 20 employees in them. We 
were concerned that perhaps the cost of auditing those plans on an 
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annual basis might outweigh any benefits the plan members might 
achieve through the audit. Essentially, the cost of an audit of a 
pension plan would of course vary with the size of the pension plan, 
but not necessarily directly. The cost of an audit of a pension of, 
say, 15 or 20 members might be somewhat onerous considering the size 
of the fund that had been accumulated. 


Mr. Mackenzie: I don't know the mechanics of speeding it 
up, but if I were an employee in a plant that had 50 people and I 
did not get an audit and the guy in a plant next door of 200 did, I 
would sure be a little bit uptight. 


Mr. Chairman: But you might be more uptight if it impacted 
too heavily on the fund in a financial sense. I suppose the larger 
funds are now audited annually anyway, aren't they? 


Mr. Cockburn: The very large ones certainly are, but there 
is that in-between area between the very large ones and the 
not-so-large ones that we don't really have very information about, 
because there is no mandatory audit requirement now in the 
legislation. The only way you would know which ones were audited is 
if these pension plan financial statements were made public or 
somebody told you a particular pension plan was audited. 


Mr Haggerty:;yDo you jsfindmany, difficultiess;in this area 
under the present auditing practices? If you don't check these 
pensions out now, have you noticed any difficulties in this area? 


Mr. Cockburn: Right now, pension plans in Ontario don't 
require audit. The only ones that are audited are those where the 
plan sponsor, the employer or, if there are trustees, the board of 
trustees, the retirement board, retirement committee or whatever, 
asked for an audit to be carried out. Otherwise those plans are not 
audited at all. 


Mr. Mackenzie: Is there a degree to which you can conduct 
an audit or iS it something--in other words, is there even a full 
impartial audit? 


Mr. Cockburn: There isn't really a full impartial audit, a 
distinction between the two. An audit is an audit. I suppose one 
could carry out something less than an audit, such as a review of 
the financial statements, and issue what we call under our 
professional standards an accountant's comments that afford a lesser 
degreeifofetcredibility toi these statements: Essentially, under the 
accountant's comments the accountant says he has carried out an 
inquiry of the people who prepared the financial statements and 
carried out some sort of limited review, but he has not done an 
audit and he can't express an opinion on the financial statements. 
It is better than nothing but not nearly as good as an audit. 


Mr. Skinner: Perhaps there is another alternative. You 
point out quite rightly that there is a cost benefit and the 
committee's response to that was, perhaps the benefit in a very 
small plan does not justify the cost; perhaps you just should exempt 
it. Another way of dealing with that same problem would be to make 
the audit requirements less than annual for very small plans, which 
would give you some assurance at least that the thing is there in 
three years. 


Mrvo Mackenzie -)l Sftound? itt: asslittle sbpitwdribiculte that: syou 
were coming down--which I think is correct--on the disclosure or the 
audit on the one hand and then almost immediately reversing yourself 
when it was a circumscribed plan. The people are the same. 
Obviously, there are some problems in terms of-- 


Mr. Skinner.: Yes. If self-interest were foremost in our 
minds, we would shrug our shoulders and say: "That's great. 
Everybody should have an audit every year." But I really wonder 
whether that's appropriate, and the committee has addressed it with 
one solution. But it is just another aspect of the perpetual 
cost-benefit problem you people deal with all the time. 


Mr. Cockburn: Our concern was on the cost-benefit aspects 
of the matter. We should point out that, in our participation in the 
drafting of this proposed legislation with representatives from the 
pension commission of Ontario, that commission doesn't share our 
views. 


Mr. Haggerty: What are your views, then? 


Mr. Bentley: Simply that they believe the audit should be 
done regardless of size. 


Mr. Chairman: Of course, that is the ideal fail-safe-- 


Mr. Haggerty: What are your reasons for this? You must 
have some reasons for it. 


Mr. Bentley: The reasons, I think, were set out by Mr. 
Mackenzie. If you are going to require an audit, it really shouldn't 
make any difference whether there's a pension plan covering 10 or 
10,000 people; the same principles should apply. The commission is 
well aware of the cost factor involved in that, but it had to make a 
determination and, although this has not gone beyond a proposal at 
the present time, the commission is of the opinion that the audit 
should apply regardless of size for pension plans. It's as equitable 
for the people in a 10- or five-member plan as it is for members in 
the: 5002 or715,000 "plane, This, wis the neurrentevattitudepic£k? tia 
commission. 


As I say, we've only done the drafting, and we've worked very 
closely with Don's people in doing this. There are some other areas 
of disagreement over technicalities, but this was the principal 
divergence from the institute's opinion and our opinion. 


Mr. Haggerty: In your particular field, have you had any 
breach of any existing pension contracts or defaults on them? Are 
there difficulties in this particular area? 


Mr.on-Bentley<ssi-First ¢ of+s tall,’ “stheres “lerapnotiing 9¥in) ©*cHe 
legislation, and never has been anything in our legislation, that 
required an audit to be performed. The only two that have that 
requirement are Quebec and the federal Department of Insurance under 
the Pension Benefits Standards Act. Theirs is a limited audit. I 
think, Don, you might explain that theirs is a different approach to 
auditing from what the pension commission is looking at in that they 
are talking--maybe you should explain that, Don. 


Mr. Cockburn: You're doing fine. 
Mr. Bentley: You can explain it better than I can. 


MriowMackenzie:foluawas ai, cheating <a«.bit.. My, dad swas).a 
chartered accountant all his life, and I can recall him saying that 
there are not two different ways of doing it. There are degrees to 
which you do something but not two different ways. I just find your 
comments a bit funny. 


Mr. Cockburn: Our comments, as we pointed out, were based 
solely on the cost-benefit concern, because the cost of an audit of 
a smaller plan is proportionately going to be a significant part of 
the assets of a pension fund. I suppose one could argue that the 
employer or the sponsor bears the ultimate cost of the audit. But 
the sponsor in many of these smaller plans is also a fairly small 
Organization;. so. that .cost could be a significant cost of doing 
business for that small organization. 


Mr. Haggerty: Just following your trend of thought there, 
Bob: Suppose the province does venture to get into its provincial 
universal retirement system. The onus is put on the participating 
person, aS a member and contributor to the plan, to see that, LE 
it's put into a trust or investment, the investment is for his 
benefit. Now, if you don't have an audit, even in a small plan for 
10 or 20 persons, that's putting quite an onus on that individual, 
saying, "It's your responsibility," without having the proper 
auditing done. If a person doesn't get that at the end of the year, 
who knows what the investment will end up being and what benefits 
there would be for that participant? 


20:30) tasm. 
Mr. Cockburn: That's a good point. 


Mr. LaFlair: That would tie back to the annual reporting 
requirement. If they got information annually, they'd be able to ask 
the questions if they had access in some way. 


Mr. Cockburn: There are, as Peter points out, also the 
disclosure requirements under the regulations of the Pension 
Benefits Act, and disclosure requirements place an onus on the 
sponsor to provide certain selected financial. uniormationy to the 
plan members, such as what his position is in the plan; how much 
money has been accumulated to his credit in the plan; what his 
accrued benefits to date under the plan are; if the plan isn't fully 
funded, what steps have been taken to ensure that the plan will 
become fully funded--those sorts of things. 


Those are all bits and pieces of information that are aimed at 
the individual himself and are, I think, of considerable interest to 
the individual and of considerable importance, because one could 
almost look at one's accumulated pension benefits as being one of 
the largest assets one accumulates during a lifetime--perhaps next 
to a house, but in many cases exceeding the cost of a house. So 
those disclosure requirements are important, and presumably those 
would also apply in the event that there was a PURS system. 
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One piece of the disclosure might be audited financial 
statements of the pension fund as a whole so that the members of the 
pension plan could see what the overall financial position of the 
Plan is. There would be two elements to this area: the disclosure of 
the information peculiar to an employee, of great concern to him, 
and of audited financial statements of the plan as a whole, which 
let him know where he stands, what the overall financial position of 
the plan is, so he has both the microinformation and _ the 
macroinformation. 


Mr. Gillies: Mr. Skinner, we recommended in our interim 
report in the fall that the government move towards~--it was a very 
general recommendation, really--updating the disclosure 
requirements, the end being that the information would be available 
on a regular basis--we didn't quantify it--or upon request. Would 
you have felt more comfortable if we had been quite specific in 
requiring annual reporting? 


Mr. Cockburn: Are you addressing this to me? 
Mr. Gillies: Yes. 

Mrs “Cockburn: "1 “me?Mrs “Cockburn 

Mr. Gillies: Oh, I'm sorry. 


Mr. Cockburn: Our recommendation is framed, I guess, that 
consideration should be given to having annual reporting. In answer 
to your question, we probably would have favoured being more 
specific in the select committee's report and suggesting annual 
reporting. 


Mr. Skinner: With respect, though, I think ~ were «not 
arguing with annual disclosure. We are just raising the issue that 
perhaps annual disclosure coupled with annual audit might be 
somewhat onerous in the cost-benefit way for extremely small plans. 


Mr. = Chairman: “Do-.syoul-have) Wanyl eideay ‘ofd ) what ,4ninsidolias 
terms, the range might be? What are we talking about, and how 
onerous is it? 


Mr. Cockburn: For auditing a pension fund? 


Mr. Chairman: Yes. I'm thinking of the type of pension 
fund you feel would be adversely impacted upon in a financial sense 
if annual audits were mandated. 


Mr Cockburn: We haven't carried out any studies in this 
area, so the response I would be giving you would be sort of-- 


Mr. *“Chairman’s-T" i not? °lodking “for “something trscrentific. a 
just was Curious. 


Mr... S\Cockburn: Mauswasiegoing “tov sayithat “ithe notaigoinge tame 
scientific. I would say that the cost of an audit of a pension plan 
with more than 100 members probably starts off in the area of from 
$3,000 to $5,000 on an annual basis. 


Mr. Gillies: Cire the eplan> had, i-say;t [Seemembers abt « would 
obviously be higher per person. 


Mrs Cockburn s>'Yesi 


: Uitedinaleene! wonder its you could Giversus oa Li ttie. (ote 
OE=-— 


Mr. Skinner: Yess ~The? problem sis:«that sin ithe: ranges) ofaph0 
to 100 it might be the same $3,000 to $5,000 range, if that's the 
right number. 


Mr. Cockburn: One of the difficulties in estimating audit 
artes is that the cost of the audit depends on the complexity of the 
plan. 


Mr. Chairman: And the state of the records. 


Mr. Cockburn’ And the state of the records, yes. We 
snouLan. t forget that. That ‘¢anight. 


Mr. Skinner: The quality of the administration is probably 
a bigger factor on the audit fee than the size of a plan, given that 
the range we are talking about for this discussion is between 10 and 
100. 


Mr. Chairman: You were interrupted, Mr. Cockburn, in your 
presentation. You haven't completed your submission, and we've been 
questioning you, maybe prematurely. I don't know, but-- 


Mr. Cockburn: No. I'm quite happy. 


Me. 2 Cheicians ol fv youvowant Bito,¥syou © "can S@carry ) "omy with cyour 
brief, then we'll go back to the beginning and cover the full range. 


Mr. Cockburn: We commented on a couple of other issues 
that were raised by the royal commission. One was the royal 
commission's objective of uniformity of pension legislation across 
the country. That's an objective that the select committee endorses, 
and, of course, we would like to add our endorsement of this 
objective, particularly in the disclosure and audit areas. 


We don't think it's in the public interest that a plan member 
in one province get different information about his pension 
entitlements and different audited financial information from a 
member in another province. We think that the kinds of initiatives 
that have been taken by the Pension Commission of Ontario in the 
disclosure area and the audit area are the kinds of initiatives that 
probably should be taken across the country. 


One other issue we wanted to comment on was a recommendation 
in the royal commission report in which the royal commission 
expressed the hope that either the Canadian Institute of Chartered 
Accountants or the Institute of Chartered Accountants of Ontario 
would be consulted by the Canadian Institute of Actuaries in 
developing a more meaningful and informative actuarial valuation 
balance sheet. And we would just like to comment that we would be 
happy to* participate Jin this) process ifethe Canadian Institute of 
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Actuaries so wishes. However, we'd like to point out that there are 
already lines of communication between the Canadian Institute of 
Chartered Accountants and the Canadian Institute of Actuaries, and 
perhaps that issue might best be addressed by the Canadian Institute 
of Chartered Accountants and the Canadian Institute of Actuaries. 





Mr. Mackenzie: If you would spend just a minute or two on 
that last point you made: What are you getting at? Is there some 
question in people's minds as to how they arrive at the balance or 
the evaluation of a plan or of the assets it holds, or is there some 
argument within the professions? 


Mr. Cockburn: No, I don't think that's the case. In making 
Our commentS we are just reacting to the royal commission 
recommendation that said that the Canadian Institute of Actuaries 
should be asked to undertake, in collaboration with the Canadian 
Institute of Chartered Accountants, the early development of a 
Standard form of actuarial valuation balance sheet which will 
provide more meaningful information as to the funded status of the 
pension plan for disclosure to employees. 


In the detailed discussion in I think it's volume 2 or volume 
3 of the royal commission report the royal commission commented that 
perhaps the Institute of Chartered Accountants of Ontario might be 
involved in this process, and all we're saying is that if the 
Canadian Institute of Actuaries would like to involve us in this 
we're happy to co-operate with them. 


10:40 a.m. 


Mr. Mackenzie: I am not suggesting anybody is_ saying 
anything is wrong, but the inference in that statement is that 
people generally are not happy that they have got the best method or 
some kind of a standard method at least of doing an evaluation. That 
is really what I'm curious about. 


Mr. Cockburn: I think perhaps the royal commission had 
some concerns about actuarial valuation methods. 


Mr. Mackenzie: Is there not now existing a pretty standard 
method of dealing with it? 


Mr. Cockburn: We can get into the area of actuarial 
valuation methods. There are probably five or six different 
actuarial cost methods that are used by actuaries in valuing 
actuarial liabilities for pension plans. All of them are used. Some 
are more popular than others. I think the royal commission was 
perhaps hoping to reduce the number of options that were available. 


Mr. Mackenzie: Notwithstanding what is involved in them, 
and I do not know that I really want to get into that deeply, are 
you likely to come up with different results depending on which of 
the four or five different methods you use? 


Mr. Cockburn: That is a topic ‘that requires’ ‘a considerable 
amount of study. Basically what the royal commission was talking 
about here was just the presentation of what they call an actuarial 
balance sheet, and they were suggesting, not that there should be in 
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this recommendation uniformity of actuarial methods, but perhaps 
there should be uniformity in presenting that actuarial balance 
Sheet and the actuarial cost methods that have been employed in 
developing that balance sheet. That is a different issue. 


Mr. Mackenzie: As I asked just a moment ago, are you 


apres! to come up with any different results depending on the method 
used? 


Movie sCockburn:=) That. «is hard ..to say. We. have .not been 
invited by the Canadian Institute of Actuaries to get involved in 
this process. 


Mr. Mackenzie: Maybe I can get a response from Wells on 
this. 


Mr. Gillies: I think Wells was quite adamant about it in 
thenitalles aSvsaserecall,». that: actuarial.science. is. not, a. .precise 
science. 


Mr. Mackenzie: I remember those comments. 


Mr. -Bentley:. The. situation is simply that it has taken me 
18 years to learn how to read an actuarial balance sheet, and I am 
not too damned sure I-- 


Mr. Mackenzie: Which one of the five are you reading? 


Mr. Bentley: They are presented in such a variety of 
fashions that it would-be very difficult for, shall I say--1 would 
have to use the expression-- 


Mr. Chairman: I don't think you are making the point that 
you are a Slow learner, are you? 


Mr... Mane sHorne:-« Wells,+ «dow. these... vary. pfrom > province 4,fo0 
province? Would Ontario use basically form A as opposed to another 
province? 


Mr. Bentley: No. What the pension commission historically 
has done, it has accepted the method, the assumptions that are used 
by #the actuary. for a particular pension plan, providing those 
methods and assumptions meet the criteria that the pension 
commission feels must be met when he uses that particular method and 


some of the assumptions. So they vary all over the map. 


I think what the royal commission did say, and I think Don 
explained this, is that there should be a reasonably standard form 
of presenting the actuarial balance sheet for the benefit of the 
employee member of the plan so that it would be understandable to 
that person, and I see nothing wrong with this. 


We can use a balance sheet that comes in an evaluation report, 
ana it is fine for our purposes. But I would defy a lot of people to 
understand how the hell that balance sheet is set out. It can be 
transcribed reasonably well. I have caused people to have to do yi 
for employees when they are entitled to receive the information. I 
have caused them to change the balance sheet and present it in a 
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reasonable format so it could be understood, I think, by any person. 
who is interested. I think it can be done. 


Mr. Cockburn: Even accountants. 
Mr. Bentleyc i nat eh) aneenot== 


Mr. Van Horne: So that an employee in Alberta who was 
accustomed to looking at a certain form each year to see how the 
plan stood, if he moved to Ontario and was into a portable thing, — 
would then be able to understand what he read in Ontario? 


Mr. Bentley: This is the idea behind the whole thing. The 
Current situation is simply that in Quebec and in Ontario we require 
certain information to be provided to the employee upon his request. 
Included in that is the latest actuarial balance sheet. The other 
jurisdictions in Canada have not gone that far at the present time. 
Manitoba requires a different set of information, mostly relating to 
the financial statements, and there is a difference between the 
financial statements and the actuarial balance sheet. 


What I think would be desirable is that the legislation in all 
jurisdictions should be uniform, and I can assure you we are working 
towards that, so that an employee who would be a member of the same 
plan, resident and working in Alberta, and an employee in Ontario, 
resident and working here, would have the same information provided 
to them utilizing the same format. If we can accomplish that, then I 
think we have accomplished something worthwhile. 


It isn't necessary that the format be exactly the same for 
every pension plan, because they all vary. In your flat benefit 
plans you have a different set of circumstances than you would in 
your final pay plans’ and’ soon; ‘but “if® you can *arrivé® at .alformat; 
and I think this can be done reasonably, then I think the 
legislation would be satisfied and I think the employees then would 
get reasonable and adequate information about the status of the plan 
of which they are members. 


Mr. Williams: Would you not still, Mr. Bentley, have to 
have in effect at least five variations of the standard form to 
accomodate recommendation 58, which defines the five actuarial 
funding methods that are prescribed, so that while obviously it is 
desirable to have the standard form in order that we can compare 
apples to apples, you are still going to have that variation? 


Mr. Bentley: .-You willis: always: have | thatenvariation aif jyou 
permit a variety of methods to be used by the actuary in computing 
the costs and the liabilities for the plan. The current requirement 
under Ontario law at the present time is, when the employee requests 
the information, and it must be given to him, then not only is the 
balance sheet to be provided, but also the methods employed. In 
other words, the employer has to set out the methods employed and 
the assumptions used by the actuary so that the employee understands 
that this was the method employed and these were the assumptions 
used in arriving at these particular conclusions. 


Now I fully realize most employees would have a great deal of 
@ifficulty in arriving at a conclusion themselves, but it would mean 
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Simply that they could take it to some expert or somebody who has 
knowledge of thisvand»1t could ’be easily translated for them. If 
they just had the balance sheet without the methods of assumptions 
employed by the actuary, then, of course, they're dead. It wouldn't 
mean a darned thing. It wouldn't mean anything to me unless I 
understood what assumptions were being used by the actuary and what 
methods were being employed. 


Mr. Williams: Mr. Chairman, if I could come back to a 
couple of things here that were raised earlier in the brief, Mr. 
Cockburn, coming back again to recommendation 84, I wanted to be 
clear that your association had no difficulty with the distinctions 
that have been made in the recommendation with regard to the fact 
that there must be an annual audit as it relates to multi-employer 
plans and that with regard to employment pension plans retaining the 
services of an insurance company or a trust company with in-house 
auditing services that this would be an exception to requiring an 
annual outside audit. 


10:50 a.m. 


Mr. Cockburn: The proposed legislation contemplates an 
annual audit of all plans regardless of size and irrespective of 
whether it is a multi-employer plan or not. Where assets are held by 
an insurance company or a trust company, there is provision in the 
proposed legislation that where an auditor relies on a certificate 
made by a financial institution acting as a custodian or trustee in 
respect of the pension plan, the auditor should identify in his 
report the certificates that he has relied on, in what respect the 
auditor is relying on such certificates, and then he may have to 
make some additional comment in his report as may be appropriate. 


I think the understanding between the pension commission 
representatives and ourselves has really responded to the royal 
commission's thoughts in this matter. 


Mr. Williams: You seem to be giving more attention to the 
proposed legislation to which you are privy rather than to the 
specific recommendations of the royal commission, which 
differentiates between the multi-employer plans and all other 
employment pension plans which go through the triennial audit 
Situation. It was in that context that I was asking for confirmation 
that you see the validity of that distinction, that there is greater 
need to have an annual audit of the multi-employer plans because of 
their diverse nature, notwithstanding they have a central board of 
trustees and so forth, but because of their characteristics. 


I think I can see why it is desirable to ensure that there be 
an annual audit in that area, whereas it would not be as necessary 
in the single-employer plans, necessarily. I was just trying to 
determine whether you agree with that distinction that has been 
made, allowing for the fact that draft legislation is suggesting 
something different from what the recommendation is. 


Mr. Cockburn: We, aS an institute, think it should be a 
requirement for both multi-employer plans and single-employer plans 
that the audit be carried out on an annual basis, subject to some 
concerns that we have already expressed about the cost-benefit 
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considerations of the smaller pension plan. 


Mr. Williams: This may be a sensitive area to the 
association, but could there not be a happy compromise achieved from 
the cost-benefit point of view of these smaller pension plans if 
they had, in the interceding two-year period between the triennial 
audit, a review made of their books on an annual basis, on a basis 
something less than a full audit, such as might be conducted by 
allied professions within the auditing field? They might be CPAs or 
CGAs; I do not know which category would more likely fall into that 
Situation, but it seems to me that CGAs carry out a less intensive 
review of accounting procedures and practices in firms and yet are 
in a position to prepare sufficiently detailed financial information 
for income tax and other purposes without having to go to a 
full-scale audit each and every year such as you are equipped to 
perform. 


Mr. Skinner: I think the institute is firmly on record in 
arguing that there ought to be a single standard for auditing in 
Ontario. That could be argued by someone else to be self-serving, 
but when you think about the implications of having various people 
conducting the same function calling it the same thing, we are 
Operating under different standards; you just define chaos in the 
mind of tne reader, because the reader is perhaps not as 
sophisticated. 


I think what Don Cockburn alluded to earlier is the possible 
tradeoffs in the area of cost-benefit would be to have it still done 
by a licensed public accountant in Ontario who would be 99.5 per 
cent likely to be a chartered accountant but rather there would a 
review engagement, which is a review of the financial statements 
implying more judgement and plausibility but not going down and 
looking at the hard evidence to the same extent you would in an 
auger 


If wer put that question tocouncil) I °think i e@iwould be’ a 
unanimous: "For goodness’ sake, no. Don't have other people, no 
matter who they are, doing something you are calling an audit in 
Ontario that isn't an audit to the standard that is required under 
the Publi c™Accountaney Aett™ 


Mr. Chairman: If I might make a comment: If you are not 
going to do a full audit, you would probably want to have the most 


Skilled and able person do the review rather than the other way 
around. 


Mr. iSskinners That. is itrue, 


Mr. Williams: I'm not debating the points as between 
different groups or associations within the financial field; let us 
Stay within the Institute of Chartered Accountants. 


It is my understanding that accountants frequently do conduct 
less than full audits for small business accounts, limited to 
providing them with the essential information necessary for annual 
tax returns and making other annual statements without going the 
full audit route, which they may conduct every other year or as the 
case may be to accommodate that cost-benefit feature of the smallish 
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£icm:. 


Mr. Skinner: The standard accountant's comment, to which 
Don alluded earlier, says basically, "We have performed a review," 
and goes on to specifically state, "We have not performed an audit." 
But our CICA handbook, which describes the standard to which we are 
performing it, enforces upon us the obligation to ensure to the best 
of our knowledge that the statement is prepared in accordance with 
generally accepted accounting principles. To that end, you have to 
go and ask yourself all the tough questions a skilled professional 
should ask, "Does this makes sense?" and to inquire, to review, to 
compare and that sort of thing. Short of looking at the hard 
evidence--nas somebody stolen the securities?--that is the only 
place where it could likely fall down; or if there were a serious 
systems flaw that was subtle, one that didn't stick out at you. But 


there are some risks. You can't insure yourself against everything 
in this world. 


Mr. Williams: By way of illustration, following on the one 
you gave us earlier--and I realize these dollars, from $3,000 to 
$5,000, are relative, depending on the intricacies and complexity of 
the structuring, the books of the organization and so forth--it 1s 
my understanding, using that $3,000 to $5,000 range for a full-scale 
audit, by comparison, to do the skeleton review--if I can use that 
term--without fleshing it out to the full audit, a chartered 
accountancy firm could probably do that for the same client for 
perhaps 10 or 20 per cent of the full-scale cost, maybe $500 to 
$1,000 instead of $3,000 to $5,000 if they were giving them a 
Mini-version of an audit. It is layman's language I am using, of 
course. 


Lik a. me 


Mr. Skinner: I would not think the falloff would be quite 
that hard, but keep in mind that the key determinants, I still 
think, would not be between an audit and a review engagement but 
rather the complexity of the plan and the adequacy of the 
administration and records. Obviously, a 100-man, money-purchase 
plan pension fund that was all held by one trustee which is a 
reputable firm and keeps the records by individual is a very easy 
audit and a very easy review and in most cases is not expensive. If 
you had a 10-man plan that was based on a final earn-out and 
interest rates and you kept your own securities and old Joe was the 
accountantmcore it) inethepplant,ayou Mightaburnvupsaylotrote tame 
trying to get that in shape, either with a review or an audit. 


As. Don*saidtearlier, #iteis: very. hard@tosquantify! whatiwe are 
talking about. I would guess that if three to five were the right 
pangemtortankaldit,#itemightsbevone tosiive torparreviews Byethe 
time you hit five in either case might be the time that you had a 
problem with a very complex plan or some other loose administration 
with do-it-yourselfers. 


Mr. Williams: I have noted with interest that within your 
profession, certainly with regard to the larger accounting firms, 
there is a tendency to move into the suburban areas and set up small 
branch offices to serve the smaller industries in those communities 
with a proportional adjustment, I guess, of fees, to accommodate the 
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smaller operations and so forth, to get closer to the larger number 
of businesses and industries out there that can benefit from that 
type of assessment. 


Mr. Skinner: I think the Ontario government has faced up 
to the problems of the cost of operating in downtown Toronto versus 
the rest -of Sthe (province Slee cpartiablysthat. 


Mr. Chairman: Decentralization. 
Mr. Skinner: Yes. 
Mr. Chairman: Mr. LaFlair, you had a comment? 


Mr. LaFlair: I just wanted to give a clarification on the 
Original question. In the second part I believe there was some 
reference to the internal auditors of insurance companies and trust 
companies, iS that correct? 


Mr. Williams: Yes. 


Mr. LaFlair: I do not think that would be the way we would 
have interpreted this recommendation. I believe what was meant there 
would have been the external auditors of the insurance company 
giving some assurance to the other auditors. 


Mr. Cockburn: Given by the auditors of such company, 


meaning the external auditors of the trust company or the insurance 
company. 


Mr. Williams: Let us just go back. The recommendation is 
that the audit report be certified by a chartered accountant and be 
filed with the pension commission for all employment pension plans, 
except where assets are held by an insurance company or a trust 
company, and a certificate as to the existence of assets is given by 
the auditors of such company. I take that as the exception. Without 
that exception, it is the responsibility of an outside chartered 
accountancy firm to file the audit report on the pension fund with 
the pension commission. IS that not a right interpretation of that 
section? 


Mr. Cockburn: I think that Mr. LaFlair was referring to 
the fact that the certificate given as to the existence of assets 
held by an insurance company or trust company would be given by the 
insurance company's or trust company's auditors. 

Mr. Williams: By their auditors? 


Mr. LaFlair: Yes, not the staff auditors but the person 
who does the audit. 


Mr. Cockburn: The external euaLrtors. 


Mr. Williams: I see the neat distinction, okay. So you 
have no quarrel with that? 


Moxy COCKDUT Ni NO 


sis: 
Mr. Bentley: What he means is that we browbeat. 


Mr. Chairman: I would hope not, Mr. Bentley. Are there 
further questions? I presume you wish the guestions to be confined 


to the substance of your report or do you feel you are able to field 
more wide-ranging questions? 


Mr. Cockburn: If the questions are more wide ranging than 
disclosure and audit, then I guess you would not be getting the 
official view of the Institute of Chartered Accountants of Ontario, 
but just the views of people who-- 


Mr. Chairman: Who are very experienced in the area. 
Mr. Cockburn: --who have read the royal commission report. 


Mr. Gillies: Faced with that premise, I would like to ask 
these gentlemen what they think of the PURS concept. You did say 
anything goes. 


Mr. Cockburn: For my own part I don't really know all that 
much about it, other than what I have read in the summary report of 
tne royal commission, and I have touched on, read quickly through 
some of the material that has been written in the other volumes of 
the royal commission report. 


I would prefer to duck on that. I really haven't come to any 
conclusion on PURS. I think it is kind of an imaginative approach 
and I am not sure whether it will fly. 


Mr. Chairman: There has been a concern expressed on many 
occasions in regard to the financial impact of any enrichment of the 
pension system, whether it be a PURS program or a beefed up Canada 
pension plan, because when you are dealing with the small 
pusinessman it may be the last straw, so to speak, especially under 
Current economic conditions. 


As professionals daily involved in business activities 
presumably, not only in your own line of work, but in businesses of 
aueesrzes, “dovoi feel thdt 1S oo Valldectiticicon att iecorecent times 


Mr. Cockburn: Do you mean the implementation of PURS would 
just add an additional cost for the small businessman that might 
sort of tip the scales towards him going under, type of thing? 


Mr. Chairman: It is another two per cent employee, two per 
cent employer. We hear the same type of thing regardless of the type 
of plan, although we have also heard that when the Canada pension 
plan was initially instituted, they did not suffer any severe 
hardship, that is, the little businessman did not disappear. Do you 
have any comment you could make on that? 


Mr; Cockburn: T-could react to Tt in much the same-way.as 
you suggested in your comments. When CPP came into being I would 
think the same sorts of comments were made. If something along the 
line of PURS were introduced, I would think there would be a period 
of difficulty in digesting the additional costs, but they would 
ultimately be digested and life would go on. 
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I might add, from any comments that I have had with business, 
PURS “1s not high “up on. their list of problems..They have not really 
been discussing it one way or the other. Perhaps they have been sort 
of adopting a wait-and-see attitude, I don't know. Perhaps they 
qon'’c thienk’it Ls" going to. comeeincto bering, «1 Gon . kilow., uC 
certainly it has not been a topic of great debate, in my view, in 
business. 


LU eee Nie 


Mr. Chairman: Has an enriched Canada pension plan been a 
topic of any greater debate? 


Mr. Cockburn: I would think that has been the topic of 


more debate than PURS. My reading is that business is generally 
Opposed to expanding the CPP beyond its current scale. 


Mr. Skinner: I suppose we are all clearly into the realm 
of economics and social trade-offs rather than accounting. One might 
note that, first, you almost have to divide the spectrum of what you 
are talking about into domestic-type business and business that 
depends to some material extent on exporting. In the exporting 
argument you have the problem of making our goods less competitive, 
because they are a greater labour burden inside the country. Most 
people might argue that what Don has just observed might be the 
outfall, but our firm's clients are typically the smaller to 
medium-sized businesses, whereas perhaps Clarkson Gordon's are 
larger. Depending on which circles you are moving in, you get quite 
a different sort of reaction. 


The unfortunate problem you as the elected representatives of 
the people have is that you are doing what you perceive is going to 
be good for a large number of people over a long period of time; and 
what you are, basically, doing is instituting a forced saving plan. 
I suppose the total conceptual trade-off is increased social benefit 
program somewhere down the line, where those people who do not have 
that forced saving are going to be making demands on the Parliament 
Of the'*day. 


Mr. Chairman: The taxpayers of the day, really. 
Mr. Cockburn: That's right. It is a very tough trade-off. 


Mr. Williams: If I might just come back to the brief, 
there were just three quick questions that I have by way of 
clarification. On page two, in the second sentence you say, "We note 
that the royal commission recommended annual reporting of certain 
plan information to plan members." Are you, specifically, referring 
to that part of recommendation 84 dealing with the multi-employer 
plans, or is it something else? 


Mr. Cockburn: It is recommendation 83 that we are talking 
about on page two. 


Mr ooWiltiams:, Oh, ves: ragnt. 


Mr. Cockburn: In recommendation 83, you see that the final 
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information should be routinely disclosed annually. 


Mr. Williams: Right. Just coming over to page three, in 
the second full paragraph, starting with, "The royal commission..." 
in tne second sentence, "Further, our understanding is that the 
pension commission will be prescribing an annual audit requirement." 
From whence does this understanding arise? 


Mr. Cockburn: Just from our participating with the 


representatives of the pension commission in assisting in drafting 
up some proposed legislation. 


Mr. Williams: So this is related to the ongoing in-house 
work you are’ doing on this draft legislation that you talk about 
further elsewhere in your brief, and that is all part of that 
process. You indicate elsewhere in the brief that you have been 
asked to assist in preparing draft legislation--I guess it's the 
next paragraph--and that is part of the thought that has been put 
forward by the commission people. 


Meemcockburn:s) Yess that 1s right. 


Mr. Williams: The last sentence in that paragraph is 
"Further, our understanding is that the pension commission will take 
into account the royal commission's comments...with respect to 
insured or partly insured plans." You refer us to page 22 of volume 
three of the royal commission report. Unfortunately I do not have 
that before me. Could you elaborate on the significance of that 
observation? 


Mr. Cockburn: Yes. The royal commission had some 
observations about the sort of information that would require audit 
attestation. In the case of fully insured plans, the moneys are paid 
over to a life insurance company and the life insurance company, in 
effect, assumes the risk associated with the payment of the pension 
plans. The risk no longer is with the pension fund; it is with the 
life insurance company. 


The royal commission observed, and the Pension Commission of 
Ontario concur, that notwithstanding the fact that the insurance 
company has assumed the risk, one still needs to have some 
attestation given to the contributions which have been paid over to 
the insurance company. So, that has been reflected in the proposed 
legislation. In other words, somebody should do some audit work to 
ensure that the right amount has been withheld from the employees if 
the employer is paying the appropriate amount. Together, those two 
amounts were paid the life insurance company. 


Mr. Chairman: Are there any further questions? If not, 
thank you very much, gentlemen, for taking some of your valuable 
time to come before the committee. We appreciate very much the 
contribution you have made. 


Mr. Cockburn: Thank you for inviting us. 


Mr. Skinner: Mr. Chairman and members of the committee, we 
thank you, and if there is anything we can do, please ask. 


is: 


Mr. Chairman: Gentlemen, since last day we have now 
entered into your binders the following exhibits, which I would like 
to read out for purposes of the record: 


Exhibit 177, from the committee research officer, background 
information, dated January 15, 1982, Compendium of Royal Commission 
Recommendations; exhibit 178, committee research officer, summary of 
presentations.on,January,.21, :1982, ,dated.Jdanuary . 22,1982; exhibit 
179, committee research officer, background information, dated 
January 20, 1982, from James O'Mara, research officer, entitled 
Benefit Data: Ontario Public Sector Plans. 


Exhibit 180, submission dated January 14, 1982, from J. L. 
Wolfson, 951 Blythdale Road, Ottawa; exhibit 181, Canadian 
Co-ordinating Committee on Multi-Employer Pension Plans, submission 
dated January 25, 1982, from James A. McCambly, chairman, and 
Clifford Evans, secretary, 115 Sparks Street, Suite 814, Ottawa; 


Exhibit 182, committee research officer, summary of 
presentations January 22, 1982, dated January 25, 1982; exhibit 183, 
Retail Council of Canada, supplementary submission, dated January 
22, 1982, from A. J. McKichan, president. 


Exhibit 184, Canadian Federation of Independent Business, 
Supplementary submission, dated January 25, 1982, from Brien G. 
Gray, director, provincial affairs, Richard A. Wietfeldt, director 
of research, Christoph Haehling Von Lanzenauer, professor, school of 
business administration, University of Western Ontario. 


Exhibit 185, YWCA of Metropolitan Toronto, January 1982, from 
Judy Campbell, Leona Gislason and Wendy Wiley, entitled Equity for 
Women: Women and Pensions, Recommendations for Change. 


Le Ziel a dike 


Those have now been entered in your binders. We have also 
distributed to you the revised agenda for the balance of the 
Sittings. You can look that over and note the additions. Tomorrow 
morning, Wednesday, at 10 a.m. we will have before us the Sheet 
Metal Workers International Association, Local 537, and on Thursday 
morning at 10 a.m. the Automotive Parts Manufacturers' Association, 
for which no brief has yet been received. 


The afternoons of both days and Friday will be set aside for 
deliberations in connection with the report. I indicated to you 


earlier that we have some material from our staff that we will be 
reviewing at that time. 


If tnere are no further matters for discussion this morning, 
we will recess until. two o'clock and I would ask you to be punctual; 


The committee recessed at 11:21 a.m. 
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SELECT COMMITTEE ON PENSIONS 


Tuesday, January 26, 1982 


The committee resumed at 2:15 p.m. in room No. 151. 
SOCIAL PLANNING COUNCIL OF METROPOLITAN TORONTO 


Mr. Chairman: Gentlemen, we might get started before the 
afternoon evaporates. We have as the first item on our agenda this 
afternoon the Social Planning Council of Metropolitan Toronto, 
represented by Mr. Eilert Frerichs, president; Jeffrey Patterson, 
senior program director; and Loren Simerl, assistant program 
director. I wonder, gentlemen, if you'd come forward and grab a 


ett We have copies of your brief--your second brief. We have 
at. 


Me. S@rerichs: ‘That's correct... We submitted ?:one tuin™= Wate 
August, I guess, and I think we're very grateful that you asked us 
to come back. The pension area obviously is one in which we have 
gone a fair amount of work over the last number of years. We 
submitted a major brief to the royal commission, and then, of 
course, in August the first brief, entitled Justice for Pensioners. 


TMthink; Mr. Chairman, the easiest way to dovit is “if T “just 
read the document to you. This way we are going to be sure to get 
everything covered. 


Mr. Chairman: Very well. 


Mr. Frerichs: In your report the select committee quoted 
and accepted the royal commission's view that old age security, the 
federal guaranteed income supplement and the provincial guaranteed 
annual income system together enabled a minimum adequate standard 
of living for a married couple. They concluded as well that this is 
far from true in the case of single or unmarried elderly persons. 
They recommended that the income provided single or unmarried 
elderly persons should be increased to achieve the same standard of 
living. We basically agree with these principles and conclusions 
underlying these positions. 


Tie coco) “planning ‘COunC11= «ls) the only Organization in 
Ontario which publishes standards for goods and services for 
consumption by elderly persons that would provide an adequate level 
of living; so we are in a unique position of being able to comment 
On income adequacy. 


While the old age supplement, guaranteed income supplement 
and Gains annual income for a couple was $11,139.84 as of October 
Hoey, Gthe lancome Sirequired’ for =the consumption of what we would 
Consider to be an adequate bundle of goods and services stood at 
eins 24isbightly higher than the OAS-GIS-Gains annual income. 


While the OAS-GIS-Gains income for a single elderly person 
was $5,918.88 in October 1981, the cost of the council's basket of 
goods and services for a single elderly individual stood at $7,956, 
almost $2,000 more than provided by the guaranteed income system. 


In the council's view the disparity between the income 
guarantees for elderly couples and singles has developed, at least 
in part, because neither the Ontario nor Canadian government has 
developed and employed a concept of adequacy in establishing 
programs of income maintenance. The social planning council 
recommends, as we did in our earlier brief, that Ontario develop 
and employ a standard of income adequacy as a basis’ for 
establishing their retirement income programs. 


Increasing Gains and survivors' benefits: The social planning 
council supports the recommended immediate increase in payments 
under the guaranteed income system for single elderly persons in 
order to provide them with an adequate level of income. Those 
people who have not been able to build up adequate pensions for 
their retirement years and who may not be with us when improved 
pension systems reach maturity must not be penalized in their 
retirement years. 


2920) Pei. 


We would prefer that the necessary adjustment be made in the 
federal guaranteed income supplement, as its rate of taxback, for 
those with incomes barely over the minimum level, is much less 
punitive than is the case for the provincial plan, but we would 
argue that the adjustment be made in the provincial guaranteed 
annual income system program if the federal government proves 
unwilling to adjust its policies. Council, however, asserts that 
the receipt by a single elderly person of 60 per cent of the income 
of a couple would not achieve the goal of income adequacy. 


If the select committee's goal is a similarly adequate 
standard of living for both single and married elderly persons, 
then it is appropriate to consider both the federal government's 
low income cutoffs, and the council's adequacy standards, for such 
one and two-person households. Canada's low-income cutoffs, which 
are published annually, show that a single person needs 69 per cent 
of the income of a couple, a ratio which remains constant across 
communities of all sizes. 


The council's adequacy standards, which were arrived at by 
pricing a specific basket of goods and services appropriate for 
elderly persons, indicate that a single elderly person needs 70 per 
cent as much income as a couple to enjoy the same standard of 
living. Since both income standards, which were independently 
arrived at, agree that individuals living alone need about 70 per 
cent of a couple's income, there appear to be strong grounds for 
arguing that 60 per cent is not adequate. The council recommends 
that the OAS-GIS-Gains retirement income be increased so that 
Single persons receive 70 per cent of the income guaranteed to a 
Married couple. 


The council also recommends that the Ontario government press 
the federal government for a similar increase in survivor benefits 
in the Canada pension plan. Loneliness in old age of the loss of a 
lifetime companion should not be the occasion of a suddenly lowered 
standard of living. Survivor benefits should be increased from 60 
per cent to 70 per cent of the original Canada pension amount. 


While there will be those who decry the cost of such programs 
Sor al@eeutre single elderly, “the fact of ‘the**matter is “that 
regardless of the exact income ratio which may be established 
through research, such reforms seeks only to provide single elderly 
persons with the same standard of living that is already guaranteed 
for couples. We insist that all individuals, whether living alone 
Or aS part of a couple, are entitled to the same level of living, 
or the same standard of living. 


From adequate incomes to adequate pensions: Most Canadians 
seem to be in agreement that Canada's and Ontario's current pension 
systems do mot meet the needs of retirees. Both the Royal 
Commission on the Status of Pensions in Ontario and this select 
Sonmutteec, /in.its.-first report,,, ase “ain. agreement. with ~ this 
conclusion. 


Etmis also.noteworthy |that in. the’ 2943. Report. on, ,coclal 
Security for Canada, Dr. Leonard Marsh asserted that since 
industrial retirement plans would probably never be extended to 
even the majority of employees, and since in any case they cannot 
protect the important group of ageing persons working on their own 
account and not engaged in industry, they cannot be regarded as an 
alternative to an inclusive state-operated plan. Little has changed 
in 40 years. Marsh's conclusions continue to be relevant. 


I was thinking earlier today, Mr. Chairman, of a neat way to 
sort of introduce this presentation. The best thing I could come up 
with is that the title for this afternoon's sessions is pensions, 
but the real issue is poverty among the elderly. It seems to me 
this is what we have to address in this whole process. 


Canadians, and Ontarians, are seeking a better system. 
Considerable disagreement exists regarding basic changes Lr +our 
retirement income system. Some argue that the private pension 
system can be modified to meet the needs of the nation and of the 
province. Earlier vesting, improved portability, increased coverage 
and so forth will provide a retirement income system. 


The Royal Commission on the Status of Pensions in Ontario 
asserted that the private pension system would likely never have 
the degree of coverage that is required, namely, something 
approaching 100 per cent. They therefore recommended the 
establishment of a provincial universal retirement system, or PURS. 


The social planning council asserts that neither the private 
pension system and industry nor the PURS system recommended by the 
royal commission can possibly meet this province's needs in the 
coming years. 


The proportion of workers who can expect a company pension 
upon retirement is still not much more than 40 per cent, or 30 per 
Cente fs public sector workers are excluded from consideration. In 
1964, the federal Royal Commission on Medical Care Services 
recommended the establishment of a national mandatory social 
insurance system for medical care because private sector plans were 
not available to large proportions of workers and because the 
magnitude of inadequate coverage had remained constant for a long 


time. For similar reasons, we argue that the private pension 
industry will never be able to offer Ontarians an adequate pension 
system; so alternative solutions must be sought. 


The social planning council recommends that the royal 
commission's provincial universal retirement system should not be 
implemented. Such a plan would apply only to Ontario. It would be 
Many years, 30 in most cases, before it provided pensioners with 
adequate retirement incomes. In the case of workers with low 
incomes--and this includes great numbers of Ontario women--PURS 
would perpetuate inadequate incomes in retirement years. 


Changes. in the Canada pension plan: The social planning 
council recommends that the Ontario select committee should report 
in favour of increasing the benefits of the Canada/Quebec pension 
Plan so that they equal at least 50 per cent of the average 
industrial wage, not 25 per cent as currently. Combined with the 
old age supplement, this would provide Ontario's workers with 
retirement income equal to more than 60 per cent of the average 
industrial wage. It is not enough to increase the combined 
OAS-GIS-Gains retirement income to adequate levels, although such 
improvements are of great immediate importance. The Canada pension 
plan should be seen as the primary vehicle for increased pension 
income. 


A major stumbling block of the expansion of the CPP is the 
relatively regressive nature of CPP funding. The council recommends 
that this problem can be resolved in two ways: First, the yearly 
maximum pensionable earnings should be increased more rapidly, and 
such increases should not necessarily cease when the yearly maximum 
pensionable earnings reach the average industrial wage, depending 
on the exact magnitude of the CPP increase sought. 


Second, the council recommends that the CPP employ a 
progressive schedule of income replacement whereby workers earning 
less than the average industrial wage would receive a higher net 
benefit payment ratio than currently, while workers earning more 
than the average industrial wage would receive a lower net benefit 
payment ratio. In these ways a degree of progressivity can be 
included in the benefits to reduce some of the inequities in 
Canadian society which originate in the work role and are then 
carried into retirement. 


One principle which would govern the magnitude of benefits 
for workers who have earned low incomes throughout their lives is 
that the benefit for workers who have earned the minimum wage, 
currently about 40 per cent of the average, should be sufficient to 
eventually phase out the federal and provincial guaranteed income 
plans. Canada's pension system must move beyond the principle of 
reSidualism to one of adequacy. These steps, then, represent an 
effort to achieve a compromise between the more progressive nature 
of the income tax system which largely funds the OAS-GIS-Gains 
programs and the regressive nature of the current CPP funding. 


The council's goal--that is, our goal of a more progressively 
financed CPP--and the means for achieving this objective are 
Substantially the same as in the council's 1979 brief to the Royal 
Commission on the Status of Pensions in Ontario. 


Employer-sponsored pensions, deferred wages and portability: 
The social planning council supports the concept of 
employer -sponsored pensions as deferred wages. The social planning 
council, therefore, generally supports the select committee's 
recommendations four “tors Pandit ts inter tm reports eto tthe 
Legislature. We support the recommendations with three 
qualifications, however. 


Be SU Pelle 


First, as noted above, we recommend that survivor benefits be 
established at a minimum level of 70 per cent of the value of the 
pension. Second, we would recommend that the government's standards 
for disclosure (recommendation 14) at least meet the standards set 
in our recommendation 7 which follows. Third, we think employees 
should be entitled to elect half the managers of a private pension 
plan, not just one as in your recommendation 15. 


The council agrees that the introduction of such standardized 
reforms as earlier vesting and locking-in of benefits, the excess 
interest method of coping with inflation and other means of 
increasing the value of employee pensions and of increasing the 
employee's control over and information about his or her pension 
flow from the concept of pensions as deferred wages and show 
respect for the employee's proprietory interest in 
employer-sponsored pensions. 


The council believes the recommendation by the select 
committee to pursue the vesting of employment pensions after less 
than five years' employment is extremely important and consistent 
with the view of pension contributions as deferred income. 


The council adds the recommendation that Ontario legislate 
leks evel e pele ment, between employer-sponsored pension plans. Le 
portability can be fairly legislated, it would offer the employee a 
valuable choice with regard to retirement planning and a possible 
alternative to the use of a noncommutable RRSP investment vehicle, 
which the select committee has already recommended. 


Pensionable age: The ability of an employee to choose, within 
reasonable limits, his or her pensionable age is important. On the 
one hand, illness or other crises may create the need for earlier 
retirement and earlier pension benefits. A good pension plan and 
long years of employment may induce some to opt voluntarily for an 
earlier retirement if they have some control over their pensionable 
age. On the other hand, many persons in the work force may take 
great satisfaction in their work and/or in the higher standard of 
living derived from employment income and may wish to continue 
employment beyond age 65. 


The council recommends that pensionable age for both the 
Canada pension plan and employer-sponsored pensions be flexible 
between the ages of 60 and 70. We would qualify our recommendation 
only by noting that it is contingent on the development Of fan 
adequate retirement income system. We would not recommend such 
flexibility over the age of 65 years in the absence of an adequate 
system. 


The lack of information about employer-sponsored pensions: 
The social planning council recommends that the Ontario government 
provide more and better information about the number of persons 
covered by an employment pension plan, the percentage of workers 
who actually collect a pension benefit and other information about 
the level of benefits, years of service, vesting, interest earned, 
size of company, et cetera, which would enable both the citizens 
and the government to understand and monitor the current and future 
developments in this crucial field. In asking for this information, 
the council is at least partially basing its request on the need 
for better information which the select committee itself expressed 
in its interim report. 


Mr. McClellan: You raised the last recommendation with 
Mr. Bentley. I am glad you brought it up, because one of the 
problems we have been having is getting basic information about 
private plans. “It’-is, one. (of. thé few things “that @ isi enot wee 
Bentley's fault--I'm joking. One of the defects in the mandate of 
they pension..commissSion. <is nthe, Lackshofra statistical warm-grlc ree 
something I think we want to take a look at. 


I want to come back to the beginning of your report where you 
talk about the social planning council's budget guides and its 
evolution into a standard of adequacy. You recommend that the 
Ontario government adopt a standard of adequacy for income 
retirement programs. But you don't specify which standard of 
adequacy the Ontario government should adopt. 


Throughout this report you talk equally about the Statistics 
Canada low-income cutoff line and your own standard. Does the 
council have a position with respect to whether it would accept the 
Statistics Canada low-income cutoff line as a standard of adequacy, 
Or are you arguing for the budget guide? 


Mr. Frerichs:s I guess we would opt for our own budget 
guides, for the very important reason, it seems to me, that our 
cutoff lines, or our adequacy lines, are considerably higher in 
most instances than those of Statistics Canada. 


Mr. McClellan: Okay. Maybe you could just outline again, 
Mr. Patterson, the difference between the social planning council's 
standard of adequacy and the Statistics Canada poverty line. 


Mr. Patterson: What is the magnitude of the difference? 
Mr. McClellan: No. What is the basis of the calculation? 


Mr. Patterson: Our standard basket of goods and services; 
and included in the social planning council's budget guides which, 
by the way, we also submitted earlier to this committee as a 
document, is one that is based on what a committee of experts 
throughout Metro determined to be an adequate level of consumption, 
whereas Statistics Canada's low-income cutoffs and poverty lines 
are just that: a standard of poverty. Our view, of course, is that 
people should be guaranteed an adequate standard of living and not 
a poverty standard of living. 
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It should be noted, by the way, that the guaranteed income 
system right now does not even guarantee for single individuals 
poverty standards. 


Mr. Chairman: Mr. Patterson, if iI. can. -anterjyect) om=that 
point, do you take into consideration, or is it sensible to take 
into consideration, the different standards in different parts of 


Ontario? Or are your figures based on Metropolitan Toronto needs or 
the needs of persons within Toronto? 


Mr. Patterson: Our figures are based on Metropolitan 
Pormontvo thut;y as we pointed out in this brief, '1f: one. Looks.vat 
Statistics Canada's low-income cutoffs, which are done for various 
sized communities, including rural areas, the 70 per cent figure 
applies across the ‘board. «Some. items differ ‘from one area to 
enocner. pi Poodicis«actually. cheaper cine Torontosithane1it as (inmemosc 
ethers parts of! this. province;)-we know. that housing is more 
expensive in Toronto. But, on the whole, a lot of the differences 
balance out. 


Mr. Frerichs: Transportation costs in rural areas might 
be considerably higher, for instance, than in Metropolitan Toronto. 
We have a transit system here. So it balances itself out. 


Mr. Chairman: I appreciate the difference. I've had the 
experience of living both in the Toronto area and in a rural area; 
so I appreciate there are differences and wherein they lie and how 
you would adjust to accommodate the differences. 


Mr. Frerichs: It balances itself out roughly, it seems to 
me. 


Mr. Chairman: But your figures are taken, when you talk 
about your basket, on the Toronto standard. 


MrwueePattersOnte Lt «lS octhenmtonzonto yp standards. .butewergare 
urging the government of Ontario to establish..a standard of 
adequacy rather than one of poverty for the whole province. That 
might vary by some percentage from what the standard would be for 
Metropolitan Toronto, but, .we \regmevertheless asserting that the 
Standard should be established and then supported by way of the 
guaranteed income system. 


Mr. Chairman: I'm sorry to have interrupted you, Mr. 
McClellan. 


Mr. McClellan: I realize you have already submitted two 
documents to us and this may be an imposition, but it might be 
helpful if you could provide even a short appendix to this brief 
providing the numbers with respect to Current adequate income 
levels in relation to the points you are making on page two of the 
brief so that all the members of the committee would have the 
benefit of existing income levels under old age supplement, 
guaranteed income supplement, guaranteed annual income system--the 
incomes under-- 


Mr. Frerichs: Isn't it on page two? 


8 
Mr. McClellan: Am I wrong? I'm sorry. Have we got it? 


Mr. Frerichs: The other thing is that the appendix to our 
first brief, Mr. McClellan, contains this elderly household sample 
budget in terms of 1981 costs. Okay? There we conclude that for-- 


Mr. McClellan: Sorry; I missed that. 


Mr. Frerichs: It is in the brief with the orange cover on 
it. Gross incomes required for the sample households, $7,489 for a 
woman renter, $6,436 for a male renter, and so on down the line. 


Ze as LD ellls 


Mr. McClellan: What is the current Statistics Canada 
low-income cutoff line for singles and for couples in large urban 
areas? 


Mr. Frerichs: “I .think’+ it! is’ “around -$5,800! cto. $6,000! fora 
Single person. 


Mr. McClellan: We can put that together. 


Mr... Frerichs:  .I£° you - want~, the?" exact) figures, > .we*'can 
certainly supply them. 


Mr. McClellan: I wasn't sure we had your figures. It is 
easy to get Statistics Canada data. 


When you are talking about reforms to the Canada pension 
plan, my sense is that your recommendations deal with some of the 
major problems but not all of them. The one that continues to 
concern me is the question of coverage of homeworkers. 


Various suggestions have been put forward as to how you 
design a pension plan not just to take into account inequalities in 
the structure of the labour market to make sure they are not 
reflected in worsened form in structural retirement incomes but 
also how you cover people who make, for a variety of valid reasons, 
lifestyle choices such as whether they work in the labour market or 
in the home. I am not sure you would go about amending an 
occupationally based plan in ways that provide coverage for home 
workers at an adequate level. We in the New Democratic Party are 
leaning more in the direction of Stanley Knowles's traditional 
reliance on old age security rather than an exclusive or even major 
reliance on Canada pension. 


Mr. Patterson: There may be only ae slight difference 
there between what you stated and what is stated in this brief. 
Partly for that reason we have not recommended phasing out the OAS 
portion of the guaranteed income system that exists now. Our 
Primary objective has been to guarantee a continuation of income 
into retirement years, thereby guaranteeing continuation of the 
Given level of standard of living that people have become 
accustomed to. Recognition of that fact in the public pension 
system would go a long way. 


I would add, though, that the progressive payout which we are 
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recommending in this brief would go some distance in correcting 
discrimination against women workers, many of whom earn closer to 
the minimum wage than to the average wage. 


Mr. McClellan: Are you talking about a minimum benefit 
unaer CPP? 


Mr. Patterson: Yes. We have said the minimum benefit 
should be 50 per cent of the average industrial wage. 


Mrs; McClellans..Where ..is. that?..I. am... obviously. having 
trouble today 


Misa brerichs: wWticis; (the cbottomeor spagemrour ,. cealingg wit 
changes in the CPP, the first recommendation: "The social planning 
council recommends that the Ontario select committee should report 
in favour of increasing the benefits under the Canada/Quebec 
pension plan so that they equal at least 50 per cent of the average 
industrial wage, not 25 per cent as currently." 


Mr. McClellan: But those are not minimum benefits; those 
are benefits. Are you advocating there should be a minimum that 
would be paid-- 


Mme irrerichs:s Into. the, plan? 
Mr. McClellan: For low-income earners. 


Mr. Patterson: Mr. McClellan, that is on page five, the 
second full paragraph beginning, "Secondly, the council recommends 
that the CPP employ a progressive schedule of income replacements." 
The last sentence in that paragraph specifies that the principle 
that would govern the minimum payment as well as that progressivity 
would be one that would see the phasing out of the guaranteed 
income plan. In other words, even workers who had worked at the 
minimum wage or near there for most of their working lives would 
have enough income upon retirement that their incomes would be at 
least at the level of what we have called our adequacy line. 


Mr. McClellan: So you would adjust the plan so that the 
minimum benefit corresponds with the established standard of 
adequacy. I understand. That would be done, in your view, through a 
combination of old age security and CPP, with CPP pegged at 50 per 
cent of the average industrial wage. Good. I don't think I have any 
other questions right now, Mr. Chairman. 


Mr. Williams: I draw your attention to the middle of page 
four of your brief where you make a rather bold assertion that 
"Neither the private pension system and industry nor the provincial 
universal retirement system recommended by the royal commission can 
possibly meet this province's needs in the coming years." 


I gather you draw this conclusion largely based upon reliance 
on a 17-year-old federal royal commission report dealing with 
another field of social services, the medical care field, and you 
feel there are similarities between that report and the pension 
field because the private sector plans are not available to large 
proportions of workers in the medical care field, as you feel is 
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the case in the pension field, and because the magnitude of 
inadequate coverage has remained constant for a long time. 


From that authority you conclude in absolute terms that the 
private pension industry will never be able to offer Ontarians an 
adeguate pension system. You indicate there are Similar reasons in 
the old federal report that give you cause for concluding this. 


I am not sure I would want to be as absolute in drawing those 
conclusions based on reliance on that report. I concede there are 
some similarities. I am not so certain, however, that there hasn't 
been some significant movement in the private pension field in 
recent times. I can't relate that to what the situation was 
pre-1964 as regards the constant factor you referred to with regard 
to inadequate coverage in the medical field. 


Are there any other sources you have drawn on or do you have 
any other material you can direct us to that would further 
reinforce the argument you put forward in such absolute terms? 


Mr. Patterson: I think we have a great deal. We have the 
federal pension conference that was convened last April. As well, 
we have the report of the Ontario royal commission itself which 
recommended only a year ago the PURS system, because the commission 
members themselves agreed and felt and asserted that the private 
pension system by itself could never reach a level of adequacy they 
would like to see. So I think a great many authorities are in 
agreement on this. 


I think what some of us are in disagreement about is whether 
something like the PURS program put forth by the royal commission a 
year ago or, say, an enlargement of the Canada/Quebec pension 
plans, such are we are recommending herein, is what we need by way 
of a pension system. Everybody is agreed that the existing system 
is inadequate, including the royal commission. 


2:50 p.m. 


Mr. Williams: You refer us to the royal commission report 
as a source of authority, yet the royal commission is the one that 
is recommending the implementation of the PURS program, which you 
reject as part of your recommendation. 

Mr. Patterson: That "is right: 

Mr 3 Frerichs: We may well agree with the royal 
commission's analysis of the problems but may not necessarily agree 
with their recommended solution to the problems. 

Mr. Chairman: Maybe this would be an appropriate time-- 

Mr. Williams: To interrupt. 


Mr. Chairman: I so seldom interrupt you. 


Mr. Williams: He does this every day. We have to tolerate 
him. 


er 


Mrs Chairman; Youganaves opted, for -the spublic) =plans as 
opposed to the private sector solution. Would this be an interim 
step, or would the answer ultimately be for a guaranteed annual 
income, Or a negative income tax or something of that nature? Have 
you thought through the process to the ultimate; or do you feel 
this is the ultimate answer that you have recommended here? You 
see, it is a long time. When you use words like "never," we are 
looking into the future a long way. When you start taking the 
various social programs, you have more than a pension plan that you 
are propoSing to change; you are developing, really, an economic 
and social program. 


Is that a fair comment? My question from that is: Is there a 
better solution for what you are advocating than the Canada pension 
plan itself, such as a guaranteed annual income or the negative 
income tax? 


Mrs. rrerichs: I think, Sir,.) you <ares asking sus, to -make 
philosophical-- 


Mr. Chairman: Not philosophical-- 


Mr. Frerichs: --judgements almost, and to gaze into a 
future that is highly unpredictable, it seems to me. If I had some 
sense that the other 60 to 70 per cent of workers and those persons 
who are not in the labour force for one reason or another--the home 
workers that you mentioned, Mr. McClellan--if we had some sense 
that those persons in the foreseeable future would be covered by 
private pension systems or private sector pension plans, then I am 
not sure that one would have to move into the kind of direction you 
may want us to go into. In that sense, it is a philosophical 
judgement. 


But we at the council have little sense that private sector 
pension plans will, in the foreseeable future, cover adequately the 
kinds of groups who are not covered now. I cannot see, in a store 
operation that employs half a dozen people part-time, that you can 
ever have a decent pension system out of that kind of operation. 
Therefore, it has to be done by means of the public sector for 
those kinds of employees--at this point anyway. 


Mrowe Chairman: ‘oust, co. Clarity etoOr tne records =f. am *net 
advocating that you interpret my question to be advocating that 
alternative. But I was wondering whether your proposition, in view 
of the changes that would have to take place within the Canada 
pension plan, would be creating something really quite different 
from work-place oriented pensions. You'd really be getting into an 
economic or a social blueprint of some nature, and I was wondering 
whether that might be an interim step in an evolutionary process of 
ultimately a guaranteed income “for “all-=-just—to. clarify the 
question I put to you. 


Mr. Brandt, if you wanted to continue my interruption of Mr. 
Williams's question-- 


Mr. Brandt: Yes. Well, he has left, obviously out of 
frustration, but I would like to get a supplementary in on the 
point you raised and which you were responding to. 


1) 


Do you not feel there is a possibility that this committee, 
as an example, and its whole view of pension reform might address 
itself to the very group you have identified and bring in some form 
of mandatory legislation with respect to part-time employees? 


We have spent a lot of time and money in this committee 
trying to determine what a part-time person really is and at what 
point he should be covered, looking at hours of work, the term of 
the particular employee's service with the company and at age of 
employees. What do you do about students, as an example, or very 
Casual labour? I think we need input from your organization as to 
at what time.those individuals should be looked upon in a serious 
way for pension coverage. I think there's a lot more urgency, as an 
example, for a part-time 30-year-old than quite obviously there is 
for a student who's 18, living at home and maybe working casually 
for McDonald's. I think it's an entirely different situation. 


I don't believe it has to be an either-or proposition. I 
think there is a middle of the road, and perhaps a public sector 
approach may be the best one, but perhaps as well there could be a 
private sector approach with some strengthening of the present 
legislation. 


Mr. Frerichs: That may well be the case. It seems to me 
to be both fairer in the long run and probably more efficient, 
mostly from the point of view of financing public sector 
activities, to put the main emphasis on public sector kinds of 
plans and income provisions. Whether you want to call that a 
guaranteed annual income system or whether you want to say that we 
as a civilized society will make sure that nobody is poor in our 
society, then guaranteed annual income may become a way of doing 
this. The kind of legislation you outline may be another way of 
achieving that, but I think we need that kind of commitment. 


Mr. Patterson: The public system, by basing its 
contributions on one's earnings, whether it be for the part-time 
employee, the self-employed or employed full-time for an employer, 
as in most cases, is a better standard than trying to legislate 
some standard of so many hours per week. It's safer for sure, and 
it does become all-inclusive. That's part of the reason, I think, 
that we've opted for a public system. It gets around even some of 
the. problems that would. still exist with a mandatory. private 
retirement income system such as some people (inaudible) and, with 
the progressive payouts that were recommended, it solves a lot of 
the difficulty that one would have with people who were never able 
to obtain full-time employment but nevertheless found themselves at 
age 65. All those people would fall into those classes. 


Mr... *Frerichs:. Increasingly,..I suspect, as the. economy 
tightens more and more in the very immediate future, people will be 
moving in and out of the labour force more and more: women who have 
children, husbands who want to spend time parenting rather than 
have the mother do it and so on. And, again, that kind of thing can 
be captured much better in a universal public kind of plan than 
through private employment-related sorts of plans. It's more 
efficient. 


iS 


3 slits 


Mew LOG: S.We “aren all, toossine) inedss-tovsslookm cat a.the 
benefit side of the equation. What about the other side of the 
equal Lon, nachessCcCOntribution’ iratezn.You speoples arécvcallingwwfor a 
soubling, of wbenefitsm of Canada sipension.. We:sare.,. told, that. if 
existing gsbenefits -remain,. we -are..looking at .a. nine -per cent 
SOntribution rates. som! .guessitufollows. that) 1£ we are: going <to 
double benefits we are looking at an 18 per cent contribution rate. 


Do you think that these young people who are going out 
working and wanting to invest in a home and what not are going to 
thank us for saying, "Eighteen per cent of your earnings are going 
to go towards the pension plan"? 


Mr. Frerichs: If in the meantime through the pension plan 
they can finance their homes, they might be very thankful, yes, 
which they cannot do at the present time. 


Mr. Patterson: I might also add that to me seems a bit 
high because no European country right now, even with fully funded 
Dlans;moeass contribution rates that fare: that ~high, just Lor? the 
pension system. Even in Sweden, which has a pension plan better 
than we are recommending here, the contribution rate is less than 
L2Z0per «cent. 


Moron Riddell: Correct -me,;Mr.. Chairman or /Mr.. Bentley; in 
our earlier discussions, did that 18 per cent not come up? 


Mr. Bentley: Yes. Anywhere between 15 and 18 per cent 
were the figures that were projected by various people who appeared 
before you. 


MoaeRiddell: Ltais not a figure 2 pulled out of the air: 
Mr. Patterson: I have heard that figure, too. 


Mr.weRiadell: It.is. a figure that we, were..given. .J1 have 
been talking to a few groups around the province on this whole 
pension reform bit, and you talk about an 18 per cent contribution 
rate and some of the younger people at some of these functions are 
eaying, | lhanks, but. no thanks. = 


Mr. Patterson: That is 18 per cent combined employee and 
employer? 


Mr. Riddell: I think people are suggesting Canada pension. 


Mr. Patterson: Which is 50-50; 50 per cent employee, 50 
per cent employer. 


Mr. Haggerty: In some cases; not in all cases. PiabyOu 
have a particularly good bargaining unit you may get that, but in 
other cases the man would pay the shot himself. 


Mr. Patterson: No. For CPP it is across the board for all 
employed persons. Only the self-employed would pay greater than 50 
per cent. 
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Mr. Frerichs: So you are talking a maximum, even if you 
take your 18 per cent figure, it is going to be nine per cent in 
terms of the individual employee. 


Mr. Riddell: Are you concerned about the tremendous pool 
of money that we would end up with and how that money is going to 
be used, or are you in agreement that governments should be able to 
dip into that fund and apply it to whatever purposes they feel they 
want to apply it, and turn around and say, "We have no intention of 
repaying the fund"? Are you concerned that governments might have 
the reins they have had in the past to do as they like with this 
fund? 


Mr. Frerichs: One thing about government is that you can 
always turn it out, which you cannot do with private insurance 
holders. 


Mr. Riddell: That is what I have been saying for 38 years. 


Mr. > Frerichs: Butt as “Io said "ar ‘moment-—ago7,-= viesyou sare 
going to finance mortgages at rates that people can afford, they 
might be quite pleased to pay more. 


Mr. Mackenzie: There is no point in your alternative, 
Jack. 


Mrs "Riddell: °So™you> are**telling@merthat! Teetict auice “all 
right for them to use these funds for the purposes they have been 
using them with no intention of paying them back? 


Mr. Mackenzie: We have got enough argument on that. 
Mr. Riddell: I guess I have been in business long enough 
to know that no other businessman can do that. You cannot borrow 


money from a bank and turn around and tell the bank manager you 
have no intention of paying it back. 


Mra’ Chairman: “You “can;t but *ateatdoes snot. helpe yours nes oF 
credit. ; 


Mr. Frerichs: You have different consequences in each 
case. 


Mr. Chairman: Mr. Williams, were you finished when we 
interrupted you? 


Mr. Williams: Yes. 
Mr. Chairman: No further questions? Thank you very much, 
gentlemen, for appearing before us today and giving us the benefit 


of your views. 


Mrs Frerichs? Thank you. 





= 
PROFIT SHARING COUNCIL OF CANADA 


Mr. Chairman: The next group scheduled is’ the Profit 
Sharing Council of Canada: Mr. Michael Welch, Mr. Steve Bochen, Mr. 
Herbert Brown, Mr. H. Alexander King and Mr. Sheldon Lush. 


Mr. Bochen: Mr. Chairman, are there more seats available? 
We have five in our group. 


. Mr. Chairman: The overflow can come into the ranks of the 
committee and perhaps through the osmotic process we will be 
enriched somehow. Mr. Williams, would you take the chair? 


The Vice-Chairman: Gentlemen, the chairman, Mr. Taylor, 
has another commitment he is obliged to attend to this afternoon; 
so I will be acting as chairman during that period. 


Wem hovecexhibit. 105 from the (Proflit, Sharing, «Council soc 
Canada, for the benefit of the members of the committee, if you 
mouIdeererer. «to, that...lSs ~LteME... BLOWN. WOOe Will epee eCeluGmaaG 
spokesman for the group? 


Mr. Welch: Michael Welch. 


The «JVicesChairman: .Ali might, ./Mr.~.-Weich,,-+1l presume. you 
would like to make representations in support of your written brief 
and now is the time to do so. 


Moe Welch: Thank. you, -Mr. "Chairman. *1. would just/"like.”’ to 
introduce the members of our delegation. On your extreme left is 
Mr. Sheldon Lush, who is a past chairman of the council; next, Mr. 
Herbert Brown, who is president of the council, then Mr. Alex King, 
who is a past chairman, and Mr. Steve Bochen, who is the first 
vice-chairman of the council. I myself am the immediate past 
chairman of the council. 


The sole reason for our submission and our appearance here is 
to warn of a possible danger in improving or modifying the pension 
Plan; that is, inadvertently profit sharing might be harmed. The 
point we are trying to make is that profit sharing is something 
much more than a pension plan: it motivates workers; it unites them 
to a lesser or greater extent with management in the pursuit of 
common goals; it facilitates change in a company; it also curbs 
inflation and it does not add to the cost of items. 


If there is no profit, there is no profit sharing; it is only 
if additional profits are made that they are shared. Also, in many 
cases, it provides for ownership in the company by the workers and 
this helps to achieve the points I have just mentioned. 


It seems to me that in Canada there is a widening gulf 
between management and workers. Profit sharing is one of the 
bridges that can be used to address this problem. Perhaps what we 
face is, are we going to follow the British example of a separation 
of management and labour or are we going to follow Japan? 


We have found that governments in Canada are most interested 
in profit sharing in what it can do for the economy, for efficiency 


16 


and for increased quality. We have received very serious requests 
for information from the federal government, from the Ontario 
government--I believe one is going on right now--and from the 
British Columbia government. I am sure other governments are 
equally interested. 


A very important point we would like to make is that the 
health of the economy underlies all pension plans. If the economy 
fails,.-all.pension..plans, fail and,,protit sharing. 1s .0one.<ot mithe 
items that helps to stimulate a good economy and provide efficiency 
and competitiveness. 


In closing, I would like to make an appeal. In improving the 
barnyard, don't kill the goose that lays the golden eggs. 


I would like to call upon Mr. Sheldon Lush to speak for a few 
minutes. 


3:10 p.m. 


Mrs Lush: Gentlemen, I am the president of Supreme 
Aluminum Industries, a medium-sized company of 400 to _- 500 
employees. We are privately owned and have been in business for 62 
years. We have been practising profit sharing for 34 of those years. 


We have continued to grow over the years despite the recent 
offshore competition from Third World countries and we give a great 
deal of credit for our continued growth and prosperity to our 
profit-sharing plan. We share 30 per cent of our pretax profits 
with our employees and this is shared a third in cash, a third into 
our deferred profit sharing plan which is used to purchase company 
stock and the remaining third goes into a retirement fund. 


Over the years, we have calculated that when an employee of 
ours retires after 20 years in the plan he takes with him between 
65 and 70 per cent of his last four years of earnings in the way of 
a pension. Ours iS a money purchase plan in as much as he takes the 
benefits from his retirement and buys an annuity which supplies him 
with 65 to 70 per cent of his earnings. Unfortunately, we haven't 
arrived at that stage where we have been able to index it. 


As a council, we do support the desirability of a guaranteed 
retirement program for everyone. There is no question about that. 
We hope that when you people complete your deliberations you wiil 
see your way clear to making that one of the stipulations in an 
approved deferred profit-sharing plan. Whatever you decide upon as 
the minimum required, just include the deferred profit-sharing 
plans in that so that we too can meet that minimum requirement. In 
virtually all cases that we as a council know about, our profit 
Sharing far exceeds any minimums we anticipate you people are going 
up with. 


Your own government employed Dr. Don Nightingale, professor 
at Queen's University, three years ago to do ae survey on 
profit-sharing plans throughout the province. He took 83 companies 
with profit-sharing plans and 83 comparable companies with no 
profit-sharing plans in similar industries. His published results 
show conclusively that productivity is substantially better in the 
profit-sharing companies. 
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Superior industrial relations exist. There is reduced 
absenteeism. Communications between management and employees are 
much better, and the employees get a much better understanding of 
what business is all about because of these communications. It 
broadens the ownership base of our industrial society which, as a 
capitalist, I feel is much too closely held today. But through a 
deferred profit-sharing plan, through ESOPs, there is an 
opportunity to broaden this ownership base. 


_ Last but not least, particularly in an environment such as we 
are in today,, it supplies a capital for expansion. That. 1s a very 
important factor. On «top Yof .everything..else,. “profit.. sharing sis 
noninflationary. I hope someone will ask me why later on. 


Mr. King: Gentlemen, ; prior “to .my retirement four, years 
ago, I was the vice-president of personnel at Simpsons-Sears. We 
had a profit-sharing retirement fund at Simpsons-Sears from the 
beginning of the company in 1953. For quite a number of years, the 
money that. built. up in the trust fund was; the’ entire amount, of 
money with which a person could buy an annuity and have retirement 
income. 


A few years ago we were considering the problems of 
inflation, and we changed to a fully funded pension plan and a 
deferred profit-sharing plan over and above that, so that the 
employees might have the opportunity of having a sum of money at 
the time of retirement with which to cope with inflation. It would 
be out of the profits of the company, so we were not in any way 
jeopardizing the financial future of the company by some plan of 
indexing. 


I could tell you that fund, today,) is. very reassuring, to the 
employees at Sears; it is reassuring to them to know that they have 
this extra sum of money in addition to a good pension plan. I am 
concerned that in all of our deliberations with regard to pensions, 
we do not exclude deferred profit sharing as being a very viable 
alternative to any kind of pension plan. 


Let me speak for a moment about Grand and Toy, a company with 
which I am sure you are all very familiar. Twenty-six years ago, 
when Grand and Toy were 74 years in business, they went to Mercer's 
because they had people retiring, and they had no retirement income 
from the company to help their retired employees with. 


Mercer's took all the data--the ages, the salaries, all of 
it--and said, "This is what it is probably going to cost you, on 
average, to fund a pension plan for Grand and Toy employees." The 
company threw up its hands and said, "There is no way we can afford 
it." So they went into a deferred profit-sharing plan in which they 
decided to share 20 per cent of pretax profits with employees. 


The plan is made so that each employee gets one Point. Lor 
every $100 of income up to $30,000, or 300 points. They, aiso get 
three points for each year of service. They take all these points 
and divide them into whatever the pot turns out to be, and that 
determines how much money each employee will get put into the trust 
fund per point. That started off in the early days at about $2 per 
point. Today, it is $16 per point. 
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Let us take an example of an employee who is making $20,000. 
He gets 200 points for his earnings, and he has been there 20 
years, we will say; so that is another 60 points. Therefore, he has 
260 points. “At $16 -apoint; he is) getting’"a fair “sum:-of) moneyvion 
his behalf put into the trust fund. 


I’ can’ tell you, and. -you® can check» thiswith) Grand tande Toy, 
the sums of money that Grand and Toy employees are retiring with, 
with which they can buy an annuity, exceed whatever they would have 
got had they gone to a pension plan 26 years ago. So it has been 
good not only for the employees in terms of retirement income but 
also for Grand and Toy. They have been a very progressive, solid 
company, and.I do not have to tell you that. Everybody knows the 
company well. 


I can refer to another company that is highly respected, 
Dominion Foundries and Steel Limited in Hamilton, where the 
Majority of their people are long-service employees. We had a 
presentation by Dofasco, very recently, on preretirement 
counselling, and we were amazed at the amounts of money these 
people are retiring with, in terms of the amounts that have been 
established in their trust fund. 


So, gentlemen, I am saying that deferred profit-sharing plans 
can provide a very viable alternative to pensions and, at the same 
time, can do the things which Mr. Lush and Mr. Welch were talking 
about in terms of stimulating the economy, making better employer 
relations, better communication and more enlightened people in 
terms of economic education. 


Mr. Welch: Mr. Brown, would you like to speak? 


Mr. Brown: I would like the committee to know that we 
have made a previous presentation. A copy of the submission is in 
your hands, Mr. Chairman. In the recommendations of the select 
committee, and in the recommendations of the Royal Commission on 
the Status of Pensions in Ontario, there is very little mention of 
the fact that deferred profit-sharing plans also provide retirement 
incomes. 


As Alec King just said, there are alternative methods of 
supplying a retirement income to people, and deferred profit 
sharing is one of them. I think what we have always felt was that 
deferred profit sharing, especially for a small and medium-sized 
firm, was an affordable way of doing it since the money does not 
enter ethe ‘cost | factor ofa rdoing fabusiness, ei tyecomes tcoutipeattes 
everything has been paid and there are profits to put aside. Then 
the profit pie is sliced up and becomes part of a retirement income 
plan. I think this is what we are emphasizing, and what we are 
promoting. is» avprof1t) snar ings plan. 


3:20 p.m. 


I might add that in the last two years we have added to our 
ranks about 90 new firms and there is continued interest in this 
type of method of providing a retirement income. One thing that can 
be said about this way of doing it is that it gives the business 
man an opportunity to go to his employees on a regular basis and 


ine 


talk, not only about the plan, about how the funds have performed, 
but also about how the company has performed. In effect, it gives 


them an economic lesson once a month, once a quarter or whenever he 
goes. 


With a pension plan, the same kind of communication does not 
take place. A man gets a pamphlet, he learns about his pension plan 
and nine times out of 10 it is forgotten about until he leaves the 
company, either before or after retirement. We hope that in the 
future, governments, either Ontario or Canada or wherever, will 
provide some kind of incentive to firms to install deferred 
profit-sharing plans so that this way of providing retirement 
income on an affordable basis could be more universal than it is. 


You have to remember that in the kind of profit-sharing plans 
we are talking about, and this is the basis of our philosophy, a 
profit-sharing plan, to be of any motivational use, has to be over 
and above good wages and benefits. That means if you look at the 
competitive situation in your own industry, and you are paying 
their wages and their benefits, profit sharing, to be motivational 
and an incentive for increasing productivity, has ‘to be over and 
above that. We preach this kind of philosophy to those people who 
set up profit sharing plans. We think it is a good way to provide 
retirement income and, certainly in the more successful companies, 
it is probably a better pension than would ever have been provided 
otherwise. 


We have already heard about Dofasco, Sears, Supreme Aluminum. 
There are also Canadian Tire, Lincoln Electric and many others. As 
a matter of fact, there is a very small one that maybe nobody has 
heard of, Rumble Equipment in Mississauga. Not only does it have a 
profit-sharing plan, but also the company is owned entirely by 
employees and we think this is the ideal way to go. 


I think that is basically what we want to say. We want’ to 
make you aware of the fact that this is another vehicle, and maybe 
a very good vehicle, for providing retirement income. 


Mr. Welch: Mr. Chairman, just to sum up: A real concern 
is that if CPP or PURS is mandated and profit sharing is not taken 
into account, many small profit-sharing firms will have to 
terminate their profit-sharing plans. They will not be able to 
carry that on in the face of the extra financial burden. 


We are requesting very strongly that if either of those two 
or any type of pension burden is mandated, you recognize profit 
sharing as an alternative and that a company with a sufficiently 
viable profit-sharing plan be excluded or exempted from PURS or the 
increased CPP, whichever it is, or any other plan you may 
eventually decide. 


That is our concern, Mr. Chairman. We would be very pleased 
to respond to questions. 


The Vice-Chairman: Thank you very much, Mr. Welch. I am 
sorry I have to interrupt the proceedings for just a few moments, 
if you will bear with us. I think I now understand why the chairman 
absented himself from the balance of the proceedings this 
afternoon. For the first time since our committee started its 
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deliberations last summer we have had a mixup in_ schedules. 
Apparently, some arrangements had been made with the Financial 
Executives Institute Canada, which has also been scheduled this 
afternoon at 3:15 ‘for ‘avnearing. 


I am aware of the fact that there are openings on Wednesday 
and Thursday afternoon in which we have no delegations scheduled. 
However, because the Financial Executives Institute understood they 
had this time slot, they have brought some of their people in from 
out of town, from as far away as Ottawa, and on that basis I feel 
the committee should endeavour to try to accommodate the other 
group, while not cutting short this delegation nor denying that 
other group .ample opportunity to make its presentation. It may 
mean, if you are agreeable, we will have to extend our time past 
4:30 to perhaps five o'clock. 


Mr. Mackenzie: I move they should be heard. 
The Vice-Chairman: Are we agreed? Fine, thank you. 


Mr. Welch, we don't want to cut short your presentation, but 
we do have this problem. We are certainly open now to comments and 
questions and we will carry on. We will try to get to the other 
delegation’ at»-four,.o'clock Jif itis) not going “€o\ impede var ful 
hearing of your presentation. 


Mr. Welch: That's fine. 


The Vice-Chairman: Just before we proceed, then, if I 
might, Mr. Welch, could you indicate to the committee a little bit 
about your organization, when it was formed, your membership and 
generally the extent of your council? From its name, it appears you 
operate across Canada and have members from all parts of the 
country, but could you perhaps elaborate for the benefit of the 
members of the committee? 


Mr. Welch: Certainly. .1I. ‘will ask Mr. Brown “to respond ‘te 
that. He is our president. 


Mr. Brown: The organization was formed in January 1970. 
It came into being shortly after legislation came into being in 
Canada in 1968 on deferred profit-sharing plans. Prior to that; 
most of the profit-sharing companies in Canada belonged to the 
Profit Sharing Council of America. Since we had legislation that 
was peculiar to Canada, it was felt it would be much better to have 
a separate profit-sharing organization in Canada; so it was started 
up with about a dozen members in 1970. It has grown to 234 members. 
The employees covered in the 234 members number more than 200,000. 


The council exists primarily to serve its members, which it 
does through a legal and legislative committee which keeps up with 
the tax provisions of the deferred profit-sharing plans. We provide 
motivational literature to members in the form of posters and 
payroll stuffers. We provide literature on profit sharing to 
members or nonmembers. We hold four meetings a year, three of which 
are seminars; our latest one was on January 21 on profit-sharing 
plan design and it was attended by 50 people. That's about it. 
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The Vice-Chairman: Just before we come to Mr. Mackenzie, 
could you indicate what percentage of your member companies would 
have fewer than 250 employees? 


Mr. Brown: The percentage with fewer than 250 employees? 


The Vice-Chairman: Or even moving further down the _ scale; 
what I'm trying to get at is whether your membership would be 
representative of small business. I know you have companies like 
Mr. Lush's and Dofasco and some of the larger and medium-sized 
companies. But are you representing-- 


Mr. Brown: Basically it's small and medium-sized--below 
zZ20. YES. 


The Vice-Chairman: I'm sorry. You do? 


Mr Brown: Yes. We represent small and medium-sized 
companies. 


Mr. King: That would be the majority. 


The Vice-Chairman: Would that take it down into the range 
of companies with as few as 50 or 75 employees? 


Mr. Brown: Yes. 
Mreesing s)wDown, CO, 1S and 10: 


The Vice-Chairman: I see. And actually the majority of 
your membership are in that area rather than the large area. 


Mr. Mackenzie: I'm wondering if you can give us some idea 
how many workers would be covered by profit-sharing plans now in 
relation to the work force. I'm thinking, quite frankly, of the 
figures from the small businessmen's association, which indicated 
that. about ~one.per cent .of the . respondents were covered by 
profit-sharing schemes. How would it relate generally? 


Mr. King: We think there are about 500,000 Canadians who 
are members of deferred profit-sharing plans. That might be 
stretching it a little bit, but it's somewhere up there. I remember 
in 1972 we did a survey; there were about 250,000 employees 
represented by deferred profit-sharing plans at that time; “and ‘Im 
saying there has been a fair increase since. 


Mr. Mackenzie: That's against a work force of what? How 
would that work out percentagewise? 


Mia hang.s: wbOrTd,s al don't know what the total work force is. 


Mr. Lush: One of the things I think there may be some 
misunderstanding on--none of us made the point--is that our Counc. | 
supports and encourages only broad-coverage profit-sharing plans. 
There are many top-hat deferred profit-sharing plans which smaller 
businesses put in strictly for the benefit of their owners. We 
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don't advocate or promote that type of plan at all. It's strictly 
for companies that are willing to share their profits among 
everyone with minimal eligibility requirements. That is why, when 
you speak of deferred profit-sharing plans, you can go inte 
literally thousands and thousands of top-hat deferred 
profit-sharing plans which we don't associate ourselves with. 


The Vice-Chairman: Can you expand on what you mean by 
top-hat profit-sharing? 


Mr. Lush: If Supreme Aluminum, if you will, wanted to put 
in’ "a “deferred “profit-sharing plan, we "Could put 91 Cr eliwe lor sume 
benefit of, . say, the five ‘top’ executives,” and we “cotrld :*be 
registered by the Department of National Revenue as having a 
deferred profit-sharing plan. But we don't advocate, promote or 
encourage that type of plan. 


The Vice-Chairman: So you're really not getting to the 
rank-and-file employees with that? 


Mr. Lush: No. We stay away from that. 


Mr. Van Horne: Have any employees ever been hurt by this? 
I mean, have you ever had any bad experience, and if so, could you 
tell us what it was? 


Mr. Lush: Employees? 


Mr. Brown: Have any employees ever been hurt by the fact 
that a profit-sharing plan was in existence? 


Mri. King: There are profit-sharing. plans -ithat. Nave bear 
discontinued. To that extent, employees who have had their hopes 
buoyed up by a profit-sharing plan would certainly have them put 
down again, and they feel pretty badly about it, I'm sure. 


Mr. Brown: You don't think they were hurt financially, 
were they? 


Mr. King: Only to the extent that the plans didn*t work 
out the way they had all expected or hoped they would. 


Mr. Van Horne: They didn't suffer any financial loss? 


Mr. King: No. There's no way that an employee who makes a 
contribution to a profit-sharing plan will ever lose his money, 
because the money is in a trust fund and the company has no way of 
ever getting its hands on it. 


Mr. Mackenzie: The problem is that we're dealing with 
somewhere less than 10 per cent, probably. 


Mrs Rings l would way, so. 


Mr. Mackenzie: Have you any idea, to take the Dofasco 
profit-sharing plan as an example, how their plan would compare at 
retirement with a funded pension plan, or even the pension plan 
that is in place, for example, at Stelco? 
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MiaoeK ing: eercannoGe.comparei-ilt; directly with .ote ico, 
because I don't know their plan, but employees who are retiring now 
from Dominion Foundries and Steel are retiring at close to 70 per 
cent or more of pre-retirement earnings, which is one hell of a 
good retirement income. 


Mr. Mackenzie: In making this presentation, PautakGa wit 
that while yourdon't, want, sto bes left+out of the=picture,,.you,are 
not arguing against the mandate of this committee, which is to make 
recommendations to deal specifically with the adequacy of pensions, 
and what we come up with? 


ee Bins Welch: Wer dent Gwant..” protic Sharing to be an 
unwitting victim of those changes. As I mentioned, the healthy 
economy underlies any pension plans, and profit sharing is an 
important part of that. 


Mr. Mackenzie: Do you see profit sharing as being in the 
same category aS private pension plan arrangements, which may be 
the topping in terms of the public plans? 


Mr. Welch: Yes, there are companies, especially small 
ones, that feel they cannot afford the yearly cost of a pension 
plan; they can in good years but not in bad ones. Whereas if they 
have a profit-sharing plan, it is affordable, and it is contributed 
towards in years in which they make a profit. Because it is there, 
we believe it increases efficiency and the other things that go 
towards making a company successful, through the ownership of the 
workers. So, yes, I think it certainly does. 


In very large companies, you usually find a pension plan 
underlying the profit sharing where it is a purely motivational 
thing to increase efficiency and success. In small companies, I 
think there is a real danger that if some form of increased pension 
burden is mandated and profit sharing is not taken into account, 
wour are ecoingie to--findis theyagewill) haveyajto pterminatejgm@tie 
profit-sharing plans. 


Mr. Brown: Some companies have pension plans and a cash 
profit-sharing plan, some companies have a pension plan and a 
deferred profit-sharing plan as a supplementary retirement income 
plan, and some companies have deferred profit-sharing plans as the 
sole retirement income vehicle. 


Mr seeBrandt: +)? 1 believer pant. “of, my questions, has... been 
answered, Mr. Chairman. I gather the main thrust of what you 
gentlemen have said is that you do not want pensions to be reformed 
ineaaimn exDansive wayios0- that osthey edge .outs or elbow out the 
Gouportuni ty.» cor s.profit—sharing @iplans. If I understand your 
presentation, that is in part what you have said. 


That being the case, there are definitely a number ena 
companies that will not find themselves in a position where they 
can offer profit-sharing plans--which I endorse, by the way; i 
think it is an excellent concept. That being the case, that we have 
a large number of people out there who would not have the 
availability of or accessibility to a profit-sharing plan, who are 
not covered by pensions, and with your underlying concern about 
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whatever we do being affordable, and having looked at some of the 
royal commission studies and so forth, do you have any comments to 
make as to the directions you would like to see this committee 
taking? 


I, reahizel thatriishshittingt itetacidattleirbrvomewharcemyou Cala 
here to talk to us about, but I think it is important that you look 
at not only the area you want to protect, which is profit sharing, 
but at the area we have to address, namely, those people who are 
not covered and who are unlikely to be covered under profit sharing 
Or under existing pension legislation. Do you have any comments on 
chats: 


Mr. King: We are all for assuring better retirement 
income, as you are. 


We are just as concerned as you are about providing adequate 
retirement income. What we would like to see, I think, is that when 
this is written, a deferred profit-sharing plan be considered as an 
alternative, just aS some pension plan may now be a partial 
alternative, however good or bad it may be; at least it will be 
considered. 


In other words, as long as a deferred profit-sharing plan 
would provide as much retirement income for employees as you are 
talking about in PURS or the CPP, to that extent, a company should 
have the choice of going to a deferred profit-sharing plan or 
putting in the kind of pension plan you are talking about; that is 
really all we are saying. Let usS just not exclude deferred 
profit-sharing plans from these considerations. 
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For example, I helped a company put in a profit-sharing plan 
last year. It is the first deferred profit-sharing plan of a trust 
company that I know of in Canada; they are also in the life 
insurance business. They are in Saskatchewan, and when they began 
to read about the changes in the pension legislation, they were a 
little upset that now that they have put in this deferred 
profit-sharing plan, they are going to have to abandon it and put 
in a pension plan. That illustrates what we are talking about. 


Mr. ‘Brandt: Mr} e:Chairman pulto@icarry “onvilor Wamemoment,. cum 
would like to back up to some earlier comments by you, Mr. Lush. 
You were talking about your own company providing 30 per cent of 
profits, before taxes, to employees as a means of profit sharing; 
you broke it down into three 10 per cent categories. I wonder if 
you could review those categories again for me. Then I have a 
follow-up question. 


Mrs (bush: s7fhirty.s peraxcentreofwiour pretax “profits “1s seg 
aside for a profit-sharing pool. One third, or 10 per cent, is paid 
out in cash. One third goes into a retirement fund, which is 
invested in a wide cross-section of bonds and securities, and it is 
a trust fund which is completely owned by the employees; the 
company can never touch it. The other third goes into a deferred 
profit-sharing plan which falls into the deferred profit-sharing 
legislation but which is invested entirely in company stock. In 
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this way, we encourage the employees to become owners of the 
company through the deferred-sharing plan, and we set aside, 
through an independent trust company, a further retirement benefit. 


Mr. Brandt: ALY right. * Youw are” gorng = to be very “pleavea 
with this next question, I think. Could you perhaps elaborate or 
expand on your comments with respect to this kind of measure being 
noninflationary? 


Moe Lusi: Prorit 1s “what "1s "Lett Over” arcer? ave cic- "cOsus 
wt eteaking a “product “are “calculated. -~Profit’- "1s they drererence 
between the cost and the selling price. So profit sharing does not 
Borcribuce. cto, the “cost Lactor. It "1S part of the Frestaue- that “rs 
Mer crover. Uet. Ws say a product is" sold tor $1. "Ilts cost, incluaing 
Material, labour, overhead, et cetera, is 90 cents. Then we have a 
10-cent profit factor, which is taxable. The first thing that comes 
Piemooemthat, in all of our cases, +is° ar"contriputtron to prorre 
Sharing. Profit sharing does not form part of that 90 cents, nor is 
it added to the 90 cents. 


A lot of the objections of capitalists, of which I am one but 
an enlightened one, to profit sharing are that they feel we are 
taking something away from the owners, from that 10 per cent profit 
factor. But we who have been in the business of sharing our 
profits, find that that 10 per cent is increased; so what is left 
Biter sharing is still greater than that which existed before. 506 
the very fact that profit sharing comes out of profits, and profits 
Go not contribute “to ‘cost, is’ -what’"I meant?*to “say. “It “does not 
inflate the selling price. 


Mr. Brandt: Could you give us some indication of what the 
requirements are for a new employee being hired by your company to 
qualify for your profit-sharing plan? 


Mr. Lush: One year of continuous service. 
Mr. Brandt: Full-time or part-time? 
Mr. Lush: Full-time. 


Weeekingses: would Just  11he™ to mention that in the Sears 
plan, every part-time employee is eligible to join after 1,600 
hours of accumulated service. 


Mr. Brandt: Over any period of time? 


Mr. King: Yes. It usually happens Within" Stwo ~and™ ‘a hart 
years. 


Mr. Brandt: Could you answer the question with respect to 
the matter of part-time or casual help? If you have those kinds of 
employees, do you still have the one-year period? 


Mr. King: We have a probationary period, which we 
consider to be three months. If an employee measures up to certain 
standards that are acceptable to the company by way of 
productivity, then he moves into the regular work force. 
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Mr. Brandt: What happens to one of your employees after a 
period of employment? Just to take an example out of the air, take 
someone who has been there for five years. They have this package 
after one year, and they obviously have some accrued benefits, 
along with some shares and all the rest of it. How do you handle 
the portability of those assets at the time of severing employment 
between your company and that individual? 


Mr. King: Pips ioaO lea ale let's look at our deferred 
profit-sharing plan, which is company shares. As a private company, 
the share value is not listed on the market. 


Once a year our auditors establish, by a predetermined 
formula,.. the..value of..théwsshares ..which>.is . going, toujbe used 
throughout that one-year period. So any employee who leaves for any 
reason, for retirement or whatever, cashes in his shares and takes 
the money from that. It is portable. He either puts it into an 
annuity or an RRSP. If he wants to take it in cash, of course, it 
becomes immediately taxable in his hands; so very few people do. 


The retirement portion of the fund, which is also in a trust 
company, must be paid out to him within 60 days of his severance 
from the company. Again, that can be used to purchase an annuity or 
an RRSP, or he can take it in cash, on which he has to pay a lump 
sum tax. 


The company can never get its hands on any of those funds. 
They both go into separate trust funds. The trust funds, by the 
way, are managed by six trustees, three of whom are appointed by 
the board of directors, and three of whom are elected by employees. 


Mr. Brandt: If you had a capitalistic employee who wanted 
to accelerate his stock purchase by taking the cash and requesting 
the purchase of additional shares, is that kind of flexibility 
available? 


Mr. . Lush: Yes, he “Gan; doOwcthat, but wt .does (not com ince 
the trust fund. With his own money, he is allowed to purchase 
shares in the company up to the extent of 50 per cent of his annual 
earnings, if he can afford it. But those shares are given to him 
directivssand; do -not, form parts of uthe atrust slunds,Atterealies fe ua 
paying for those shares with after-tax moneys. But we offer that 
opportunity. 


Mr. Brandt: At the time of severance between your company 
and an employee, if you have a dispute--and you would be a pretty 
fantastic company if there were never the least disagreement at the 
time of the employee's leaving as to the value of the shares or the 
value of his benefits up until that point--how do you arrive at 
some form of adjudication that is acceptable to your employees? 


Mr. Lush: I do not know. It has never happened. 
Mr Brandteert. hasndit? 
Mr. Lush: No, never. We have always published what the 


going... rate, .ofsethe -«share’s nets od OnsaMarchy ol foswhensthe vialucaele 
established, that becomes public knowledge and everybody knows that 
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if they leave throughout the year, that is the price they are going 
to get for their stock. When anybody leaves, they usually wait 
until after the year end to get the new valuation after the year is 
complete. 


Mr. Welch: I might just add one point in answer to one of 
mac questions “asked "It is’ interesting “that! profit “sharing isa 
money purchase plan, which the Haley commission recommended first. 
It is fully funded because there is no unfunded liability in the 
deferred profit-sharing plan. The investment is in the private 
sector, and it is fully portable. Even the tax sheltering is 
portable, because they can roll it into another profit-sharing 
plan, Or “they can, roll it ‘into a pension plan or ‘a’ registered 
retirement savings plan, which is usually the most practical. I 
just thought those were interesting points. 


3:50 p.m. 
Mr King: Perhaps we should mention vesting, because 


that's a part of what you had in mind, and the majority of deferred 
profit-sharing plans fully vest within five years. 


Mr. Welch: Many vest within one year. 
Mr. King: Many vest immediately. 


Mr. Welch: --plans as soon as they're in, not as soon as 
they're-- 


Mr. Riddell: Mr. Brandt suggested that not all companies 
could use this profit-sharing approach. Is that true, or could most 
companies adopt this approach if they set their minds to it? 


Mr. Brown: On the profit-sharing? 
Mr. Riddell: On the profit-sharing. 


Mr. Brown: I gave you the impression that some companies 
could use it? 


Mr. Riddell: No. Mr. Brandt in his question. 


Mr. Brandt: Either that they not wish to, or perhaps it 
isn't applicable to their (inaudible) business. 


Mr. Welch: I would think that almost any company could 
use it. There are even cases in North America where it has been 
used by a nonprofit organization by setting standards, and if those 
standards are better they share the difference. My opinion is that 
almost any company would benefit from a profit-sharing plan. 


Me?*" Brown: “1 “was” “vondering=" 1ff=*the *#question! wast-VTs 
profit-sharing almost enthusiastically accepted by any businessman, 
or are there people who just don't accept it? Was that part of the 
question? 


Mr. Riddell: You could perhaps answer that question, too, 
now that it has been posed. 
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Mr. Brown: Shelly Lush has called himself an enlightened 
Capitalist. I guess what we're talking about here are maybe 
managers and owners who are innovative, who aren't locked back into 
the early part of this century and are -forward-thinking in their 
dealings with their employees as far as business is concerned. 


By and large, if you're thinking in terms of Drucker's theory 
X¢eand StheoryosY;, adisthinkn it!’sy theony, pay managers wawho  gwene 
people-oriented, and you'll find that this kind of owner or manager 
is more likely to go in for this kind of philosophy than the theory 
X type of manager, although we had been able to convert some theory 
X managers to believe likewise that this is a good way to go. 


Mr.» Lush:-lt. disturbs. usp .to, «think-ithat. 924 per. centhor stag 
productive wealth of this nation is owned by less than six per cent 
of the population. That's not what we consider to be capitalist; 
that's not the way we think capitalism should work. 


Mr. Mackenzie: You want to be careful. (inaudible) almost 
won't be able to call you a capitalist. (inaudible) we found out. 


Mr. Lush: I've been called other things than a 
Gapitalise,. alse telliyoww-, 


Mr. Riddell: If we are to avoid government-mandated 
pension plans--I trust that you people would probably be in favour 
of that if you had your druthers--how do we motivate employers to 
adopt some kind of pension plan, whether it be your profit-sharing 
plan or whatever kind of pension plan it may be? The reason we're 
sitting here now is that they haven't done it in the past, and so 
now governments are forced to do something. 


I dread the thought of having to mandate pension plans on 
employers, but it looks as if we are going to have to do it unless 
employers can be motivated in some way to put into effect their own 
pension plans. Now, if we're going to leave it to the private 
domain, how do we do it? 


Mr. Lush: We made a submission to the Haley royal 
commission in December 1977--I hope a copy of it is available to 
all of you--and on page 15 we made a suggestion as to how such an 
objective could be achieved. What it really says is that the 
companies that set aside part of their profits for distribution 
among their employees through pension funds or through deferred 
profit-sharing plans would get a special tax consideration on the 
amount they set aside. 


Mr... -Riddellss. Do. vwiou,sthink. that.is senougha ito .do the jobs 
Do you think most companies would-- 


Mr. Lush: Since there is no special consideration now for 
anything that is set aside, we think it would be a big step in the 
rights direction, vandiethat spells iout) thes details ~of vit.7el 4 woule 
just confuse you if I were to try to read it. It is on page 15 of 
the report we gave to the Haley commission. 


Mr. Riddell: One last question: Is the one-third, 
one-third, one-third application of your profit-sharing plan rigid? 
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Or can the employee say, "I would rather take two thirds in cash 
and put the other third in--"? 


Mie Lush: No. We have trustees. The trustees decide 
exactly NOW ReMUCHKIsNtOseset: casideserthere-s-isiwaweltete erat te .or 
flexibility. In other words, we don't start giving out part shares. 
So the trustees will decide how the total pool is going to be 
distributed. But, historically, they have never given out more in 
cash than haS ever gone into the other two; cash is the side that 
has always suffered the most from any unequal distribution. 


Mr. Brown: There are plans that do operate with the kind 
Or flexibility you are talking about, where the employee does have 
a choice as to whether to take cash or go into deferred profit 
Sharing. And some plans are designed this way from the belief that 
the younger groups are generally more motivated by cash than they 
are about something that is going to happen in the future. 


Myorchaggqernty:: In& "‘relation®ttoetithe stverminology used as a 
Capitalistic employee, in your council association, how many 
employees and how many firms would there be, union or non-union, 
Ehavebetong to this particular group of "profit ‘sharing? 

Mr. Welch: That have a union? 

Mr. Haggerty: Yes. For comparison, non-union and union. 

Mr. Welch: About 30 per cent union. 

Mr. Bochen: That is substantially higher, maybe 50 per 
cent higher, than the number of firms in the United States that 


have profit-sharing plans and are unionized. 


Mr. Haggerty: When you talk about the United States, what 
is the proportion of firms that provide this to employees? 


Mr. Brown: Three hundred thousand firms in the United 
States. 


Mr. Haggerty: Three hundred thousand. What is the largest? 
Mr. Brown: The largest firm? 

Mr. Haggerty: Yes. 

Mr. Welch: AT and T and Sears Roebuck. 

Mr. Brown: Procter and Gamble. 


Mr. Kings More *than’®40%tper cent? t6oftethe - ‘banks’ Wand’* crust 
companies in the United States have Geferred profit-sharing plans. 


Mr. Haggerty: I would like to be a bank employee to get 
those reasonable affordable interest rates to purchase a home. 


Mr. Gillies: This gentlemen here, Mr. King, mentioned 
that part-time employees in Sears can participate in the plan after 
1,600 hours of service. Is this general throughout the firms you 
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deal with, or is Sears the exception? We feel we have a coverage 
problem that very much impacts on part-time employees, and I would 
be interested to know what arrangements there are in the general 
sense for part-time employees in profit sharing schemes. 


Mr. King: The retail industry, of course, has probably 
more part-time people than any other industry by the very nature of 
the business. I believe the plan the Bay has involves part-time 
people ias: .well'.. :Lts, planyaiswa~little -difierent... tlt ise.Gertain lyaee 
kind of profit-sharing plan. The employee puts money in and the 
company puts in a percentage of what the employee puts in, perhaps 
more, depending on the profits of the company. But I am quite sure 
the part-time people are eligible to join after a similar number of 
cumulative hours. So I would think that in the retail industry, the 
companies that have profit sharing would include the part-time 
people. 


Mr. Welch: Gentlemen, I know we have to finish, but we 
heard a lot about large companies and large profit-sharing plans. 
May I speak for a very small company. There was a young man who 
Came out from Holland to Canada in the 1930s and had a very hard 
time initially. Eventually, he started his own little printing 
company. In a speech he gave, this is partially what he said: 


"I am a little guy, a small businessman. I wish I was a 
professional speaker, because I wish I could tell you in the 
strongest terms possible what has happened to my company since 
profit sharing. Remarkable changes have taken place. People in the 
company work with me now; they do not work for me. They are 
Sincerely interested in my business. I really believe they are. 
They work harder. They seem to be working with a sense of purpose 
and a sense of pride. They must be working harder because we are 
handling more business with fewer people." 


I would like to leave you that book. It is about a number of 
Canadian profit-sharing companies, as well as about profit sharing. 


42D.mM. 


The Vice-Chairman: On that positive note, Mr. Welch, we 
will *conclude’ and» -thank youssvery much; It. has;.,been «a, mosc 
interesting and informative presentation you made this afternoon. 
Thank you very much, gentlemen. 


FINANCIAL EXECUTIVES INSTITUTE CANADA 


The Vice-Chairman: The Financial Executives Institute 
Canada: Mr. Ken H. Smith, president; Mr. Cacilaaw oiaewWhite, 
vice-president, Metropolitan Life; Mr. William E. Hewitt, manager, 
pension investments, Imperial Oil Limited. 


On behalf of the committee, I do apologize for the mixup in 
scheduling. I think there was an error on our part, and we regret 
any inconvenience caused as a result thereof. I hope we can fully 
accommodate you by extending our hearing period this afternoon, and 
we are looking forward to hearing from you at this time. 


Mey tSnLth:saMr« dy Chaicman, it happens in the best of 
families. We are quite cognizant of that. 


au 


We do appreciate very much your consenting to hear us again. 
We were here on August 19 last and had a very enjoyable session as 
far as we were concerned. I hope it was enjoyable, informative and 
worthwhile so far as you were concerned. 


Just in passing, we were very interested observers to the 
previous session. We thoroughly enjoyed that and felt great empathy 
towards them. It was interesting when they were talking about the 
number of firms that are represented in their council. Both Cec 
White and Bill Hewitt are representatives of companies which also 
have profit-sharing plans which are probably not represented on 
eheire council;: sso there are probably .a lot more profit-sharing 
plans than are perhaps indicated in their presentation to you. 


Tonget. ons to ‘ours, first: of all, Iswoudd*sinke atogmention. that 
I think we covered in reasonable detail the suggestions we had 
pertaining to the private pension plans per se. Since then, of 
course, this committee has published. its. first report on its 
deliberations, which I believe centres on things that may be 
introduced and implemented within Ontario and would not have impact 
Oucsigemore Ontario, and that your ~purposemnow 1s Pramarily, to 7be 
concerned with various factors within the pension program that 
require liaison or agreement with other bodies, namely, other 
provinces and the federal government. 


We would be very pleased to comment or respond to questions 
on any aspect of the pension issues, particularly our response, if 
you wish, to your recommendations in your report. We would also 
like to talk to you about a paper we have developed in relation to 
social security in Canada, a copy of which has been given to you, 
and» alsouin) respect .of what we call our safari, which 1s. that Cec 
White and I toured all 10 provinces and met with senior officials 
in each province and discussed with them our understanding of 
employers' views in respect of pension issues and elicited from 
them their views. We had very fine informal discussions with these 
people across Canada. 


The Vice-Chairman: We would be interested in hearing from 
you briefly on each of those topics. I might point out to you that, 
as resource material, the committee has already drawn on _ the 
proceedings of your recent conference that was held at the Skyline 
Hotel. We found some very useful information in there that was 
brought forward from some of the papers given by your keynote 
speakers. 


I am sure we certainly would be interested in hearing from 
you as to your observations on our interim report and about the 
results of your findings in your visits across the country. 


Mr. Smith: In that event, Mr. Chairman, perhaps we could 
look at these aspects in the order of the social security paper, 
our safari as we call it, and then your recommendations. I would 
like to suggest that Cec White present our views in that area. 


The Vice-Chairman: Mr. Gillies, do you want to ask a 
question before Mr. White proceeds? 


Mrou. Gillies: mano pe eMr.. eChalrman a tae USt wonder, if the 
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presentation is going to be split into those two areas, might we on 
the committee have an opportunity to question them after the first 
part of the presentation? 


The Vice-Chairman: I think that would be appropriate. 


Mr. White: Mr. Chairman, you have copies of this paper on 
social security in Canada. Just to give you a bit of background as 
to how it came into being, when we appeared before you some months 
ago in the autumn of last year, we were discussing a paper related 
to improvements in registered pension plans. While our group was 
putting that paper together, we developed a rather strong feeling 
that this was only one wing of the bird, so to speak, and we really 
Ought to develop the other wing relating to social security; that 
is the origin of this paper. 


I will go through it rather quickly and try not to bore you 
with things you are very familiar with. I will not review the 
Getails of our social security arrangements in Canada. I am sure 
you know those off by heart. 


The point that came up in the first discussion this afternoon 
relating to the future level of payroll taxes to support the 
Canada/Quebec pension plan as it now exists is dealt with at the 
bottom of the first page and the top of the second page. That is 
where the eight or nine per cent comes in for the current level of 
benefits. 


The second page deals with some points related to those costs 
and the fact that there is a great lack of familiarity with those 
figures throughout the population. I think it is a service when 
those things are brought out for attention. There are ae few 
comments on the structure of the CPP as a piece of social 
legislation. 


Over on page three we talk briefly about GIS, the proceedings 
of the National Conference on Pensions and the needs of the present 
elderly. The government at that time seemed to assume 
responsibility for them and was going to tackle that through GIS. I 
mention that because we will have comments on that when we report 
to you on our safari across Canada. 


4:10 sills 


When we come to the bottom of page three, which is perhaps 
the more interesting part of this document from your point of 
view--social security in other countries--we make the point that 
Canada is in the fortunate position of being able to observe social 
security in the United States and in other countries. 


The American program is approximately 30 years older than the 
Canada pension plan, and the two North American programs are 
roughly comparable and operate in similar societies. This means 
that Canada can observe social security in the United States today 
and gain important insights into the development and financial 
performance to be expected under the Canada pension plan and into 
the problems that will be faced by the Canada pension plan 30 years 
down the road. 
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The US social security system started in 1935 with 
contributions of two per cent of covered earnings, one per cent 
each from the employee and the employer, as a fairly austere 
system, and it just grew. The contribution rate is now 13.3 per 


Beeps the social security fund is expected to go broke as early 
as : 


. That is fairly strong language, and I apologize a little bit 
BOLL. You will see why I used it, though, in the next paragraph, 
because it comes from a direct quotation from Mr. Richard 
Schweiker, Secretary of the Department of Health and Human Services 
in Washington and a responsible official. In the next paragraph Il 
quote him as saying: 


"Changes are needed to keep the system from going broke. If 
Reap as eo the system would go broke as early as the fall of 


I think what he means obviously is that under present 
arrangements, at that time anyway, it would have run out of money; 
the cash flow would have disappeared. Obviously they can give 
attention to that just as we have to give attention to the Canada 
pension plan. 


However, I do develop the idea towards the bottom of that 
page that the social security program in the United States is in 
some trouble, and the taxes supporting it are reaching what many 
consider to be an unacceptably high range. It is very evident to 
younger people in particular in the United States that for the same 
money they pay in social security taxes they could step out into 
the marketplace and buy larger pensions. It is only the compulsion 
of the act that makes them make those contributions. 


Similar trends have emerged in European countries. Inflation 
coupled with slow economic growth in recent years has resulted in 
social security expenditures rising faster than revenues. Looking 
at seven western European countries, at the top of page five, some 
points from these seven countries: in six of them, contribution 
rates have been increased during the past three years without any 
corresponding increases in benefits; the earnings cebbingy i for 
contributions has been raised higher than the earnings ceiling for 
benefits in Belgium, and this relationship has been a feature of 
the social security systems in Sweden and Switzerland for some 
years. 


The benefit formula has been modified to reduce the starting 
pension at retirement in West Germany and in the United States. 
Indexation for benefits in the course of payment has been reduced 
in the United Kingdom, France, West Germany and Belgium. Nearly all 
countries will face increased costs for social security in the 
future as the ratio of retirees to workers increases. These 
increases will be due to the post-war babies attaining age 65 and 
over, in addition to general decreases in birth rates and increases 
in longevity. 


As one example, West Germany expects its combined 
employer-employee contribution rate to Tasemtrom 18.5 per cent to 
32 per cent by the year 2030. In 1980, Swedes paid payroll taxes to 
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support their system amounting to 20.3 per cent. In addition, the 
Swedish system is subsidized from general revenues by an amount 
equivalent to 3.6 per cent of payroll. That means in real terms the 
cost of the pension system is almost 25 per cent of payroll. In 
September 1980, young Swedish workers staged strikes to protest the 
enormous amount of pay withheld to support that nation's costly 
retirement system. Apparently the younger workers see themselves as 
taxpayers, not as future beneficiaries. 


Drawing on that background, we then make a few comments about 
social security in Canada. The lesson should be obvious to our 
policy makers in Canada. Governments that expanded public 
retirement systems in other countries are forced to change the 
ground rules. Past commitments to the public are being revoked or 
modified. The working force today, or in the future, will not 
tolerate excessive taxation to fulfil costly promises made in the 
past. 


It would be dangerous for Canada to embark on a massive 
expansion of the CPP when evidence abounds of the difficulties 
other countries are having with their more mature social security 
systems. People still attach importance to their right to determine 
what portion of income they should allocate between today's needs 
and tomorrow's retirement. I regard that as a fundamental human 
right. 


A sound economy is a prerequisite for the payment of adequate 
pensions. The gentleman in the previous submission made that point. 
In economic terms, all pensions, public and private, require a 
willingness by the active workers to share some of the gross 
national product with those people who are currently retired and no 
longer contributing to the GNP. The pensioners' claims to shares of 
the GNP may be based on funding in advance of retirement, as in 
registered pension plans, or on legislative fiat, as in the case of 
the CPP and Old Age Security Act. 


With sound funding, investment income provides a significant 
part of the benefits to pensioners. Pensioners' claims based on 
legislative fiat may face reluctance and even perhaps refusal by 
active workers to grant an appropriate share of the GNP to the 
pensioners if economic growth is not sufficient to provide for both 
the claims of the active workers and those of the pensioners. This 
kind of eventuality has already occurred in New York City, in other 
major metropolitan areas and a few states in the United States. I 
have attached some pages that are right out of Geoffrey Calvert's 
book dealing with the facts of those situations. 


When the current population bulge created by the very large 
number of post-war babies passes into retirement ages, what will be 
the attitude of the smaller Canadian work force that will be 
expected to provide benefits for such a relatively large number of 
pensioners? Canada may then witness scenes in Ottawa similar to 
those enacted in Washington in 1981, where demonstrators protested 
proposed reductions in social security benefits, and in Sweden in 
1980 when young Swedish workers went on strike to protest the 
exorbitant cost of social security. 


Canada will have a very great need for capital at least until 
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the year 2000. Employee and employer contributions to private 


pension plans and other personal retirement programs are a very 
important source of investment capital for the development of 
Canada's economy. A large portion of all new capital, especially 
long-term capital, needed by industry in Canada and raised through 


new debt and equity issues is expected to come from private pension 


funds. 


Under the present financing arrangements of the Canada 


'pension plan, contributions to the Canada pension plan, after 


payment of current benefits and expenses, flow to the provinces 
where they are often spent on current expenditures rather than used 
for capital projects. Expansion of the Canada pension plan would 
inhibit the growth of private pension arrangements and hence limit 
their ability to generate funds to meet Canada's tremendous need 
for capital investment in energy, transportation, housing, 
industrial development, urban facilities, et cetera. 


The large number of private pension plans in the current 
pension system results in considerable diversification in the 
investment of pension funds. This’ diversification has grown 
substantially in recent years as management of pension funds is 
increasingly assumed by small investment counselling firms. 


A major expansion of the Canada pension plan involving the 
investment of contributions in the private sector--to offset the 
contraction of private investment capital flows that such an 
expansion would entail--would further concentrate control of 
Canada's capital flows in the hands of government. 


Concerns have already been expressed that the Quebec 
government and the agency it set up to invest Quebec pension plan 
contributions are intent on exercising more direction over the 
private sector companies in which their funds have been invested. 


A substantial portion of the responsibility of providing 
retirement income for Canadians is borne by governments through 
programs such as the Canada pension plan, old age security, GIS, 
spouses' allowances and various provincial programs like Ontario's 
Gains. 


Private pension arrangements create diversity and balance in 
the provision of retirement income for Canadians. A major expansion 
of the CPP would severely reduce this diversity and cause future 
generations of retiring Canadians to become almost entirely 
dependent upon governments for their incomes. Such a dependence 
entails significant political and social consequences, including 
the potential loss of political freedom. 


Governments should encourage the growth and funding of 
registered pension plans and other vehicles to save for retirement. 
Canada needs an overall retirement system in which everything fits 
together well from a strategic point of view. Two of the Main facts 
facing Canada for the next 20 years or so will be the demographic 
trend towards an ageing population and a great need of capital for 
development. Both of these facts can be provided for by a strategy 
based on proper funding of pension plans. 


Thank you, Mr. Chairman. 
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4:20 p.m. 


Mr. Gillies: I think your brief, gentlemen, raised some 
very serious guestions. I would like to go through it and ask a 
number of questions that occurred to me. 


First, in your comparison of the US social security system 
with our situation here in Canada, you say that the contribution 
rate in the United States for social security has risen to 13.3 per 
cent of payroll. Is that to produce an approximately comparable 
level of benefit to what our workers are getting here in Canada? 


Mr. White: The benefits cannot be equated dollar _ for 
dollar. The point we are trying to bring out here is not so much an 
equation of either benefits dollar for dollar, or contributions 
percentage for percentage. We are trying to bring out that all 
social security programs, wherever they may be instituted--and we 
happen to have a close neighbour who put one in in 1935--take many 
years to mature. It is a matter of decades until maturity. 


The Canada pension plan will not mature for another 20 or 25 
years; so we have the advantage of looking at one that was started 
in 1935 and is now approaching maturity. We can see the trend of 
the contribution percentages required to support the benefits being 
paid under that program. In a general kind of way you may expect a 
comparable pattern in Canada. That is all we are trying to say. As 
the Canadian plan matures, the cost is going to go up--as it sits 
right now, without any changes whatever. 


Mr. Gillies: Some of the data you have given us are quite 
startling and offer some very unfortunate visions of what we might 
face down the road. I would like to pursue this and the examples 
you cited from the European countries. 


You. said, quite late.in.your brief, that one of your greaz 
concerns about any proposal to double the Canada pension plan 
contributions and benefits, would be that it could lead to a drying 
up of the capital available to business and industry; that it would 
concentrate more and more of the country's wealth into government 
hands. Did you see examples that would substantiate that concern in 
your study of the European countries you examined? 


Mr. White: We looked only at the benefit packages and the 
contribution size. I have to admit that I have not personally 
Studied the investment results of their operations in those 
countries. 


I think you can draw our conclusions with regard to the 
investment results in Canada from our own situation. We know what 
is happening to the Canada pension plan contributions now, and what 
has been happening to them since 1965. We see no reason to expect 
that to change. Presumably you either raise the contributions to 
more fully fund the benefits that are in place at the present time; 
or, if you increase the benefits and force an even more rapid 
escalation of contributions, unless some dramatic change is made, 
the funding arrangements are going to go on as they are now. 


Mr. <Gilliess..d. read» thes,brie£&A £Erom «the , SocitalasPlanning 
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Council of Metropolitan Toronto when they were here. I would be 
interested in “egoursy commentis##ionmitheiri + -contentions.cthaterethe 
contribution mechanism for the Canada pension plan could be altered 
such that the contributions are progressive in nature. I wonder if 
you have any thoughts on whether that would alleviate any of your 
concerns. One of the great concerns that has been voiced in this 


committee has been that as it stands now, the Canada pension plan 
in a way is regressive. 


Mr. White: It is very regressive. It is upside-down 


social welfare as it stands right now. 


Mr. Gillies: The low-income worker makes a very 


disproportionate contribution. Do you have any comment on changing 


the Canada pension plan to a "progressive" funding formula, which I 
think some would argue would make it less of a pension plan and 
more of a social security plan, or taxation? Do you see any benefit 
corthat? 


Mr. White: In theory that can be done. I think, perhaps, 
in moderation, I would even support that. 


Mr. McClellan: May I just ask a supplementary on that 
point? That is precisely what you are arguing against on page four 


of your report, when you are talking about Mr. Schweiker in the 


Uniteduastates <sayingssthat..the » plan) .is:going. to..go broke.) The 
argument in the United States, and I suspect you probably know 
this, is whether social security would be funded entirely on the 
basis of payroll tax, in which case the payroll tax needs to be 
increased, or whether it should be funded out of general revenue in 
order to make it more progressive. 


On the one hand, you were saying a few minutes ago that the 
plan is in serious trouble, because the option of going to general 
revenue has been ruled out by the Reagan administration on 
philosophical grounds, and now you are saying to Mr. Gillies that, 
on the other hand, you would support a more progressive means of 
funding the Canada pension plan, which means a reliance on general 
revenue as opposed to payroll deductions. You can't have it both 
ways. 


Mr. White: When I referred to American social security on 
page four and said it was in serious trouble, I am sure I added 
that the Americans will have to make arrangements to find a way out 
of it, just as we have to make arrangements within the next few 
years to find a way out of the impasse that faces the Canada 
pension plan. 


Mr. McClellan: That is what the discussion is politically 
in the United States. 


Mr. White: That is their problem. I don't really see that 
as our problem. This gentleman asked me, "Could you make the 
contributions to the Canada pension plan more progressive?" I 
answered that in theory you certainly could. And I added--and this 
is only because of my nature--that I would not be against that. I 
happen to think the present form of Canada pension plan is more 
than a little unfair. I am going to retire in a couple of years, 
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and I won't have paid for 10 per cent of my Canada pension plan 
pension. Somebody out there down the road, younger than and I am 
sitting around this room, is going to pay for that. 


Mr. Mackenzie: We weren't smart enough to tax you enough 
early enough. 


Mr. White: That is right. 


Mre- "Gillies: If- I°* may” pursue" this,/- Mrs’ Chairman:* = Tie 
point Mr. McClellan makes is quite valid. I am not, as a member of 
the committee, yet prepared to endorse greater taxation or 
inordinately greater taxation to finance the sort of program we are 
talking about. 


I don't know if you have had a chance to see the two articles 
in yesterday's Globe and Mail referring to the situation both the 
Dutch and the Belgians finds themselves in. There was one quote in 
the article about the Belgian situation that is very much in 
keeping with what you have said. Apparently, Mr. Chairman, largely 
because of the demands of a growing social policy through the last 
decade in that country, the public debt in Belgium has gone from 
$2135 “bitlion’ “in*°1970 “to’*s$80 72 “tbiliton™ in Bagel Sande: t now 
constitutes more than 56 per cent of the gross national product. 


Before I am prepared to look very closely at a progressive 
fund basis for the Canada pension plan and/or doubling it, I will 
need to be assured we are not looking down the road at 56 per cent 
of Canada's gross national product being public debt. 


I think you have a very valid point. I do not take your 
comments, which are very valid about that funding mechanism, as 
necessarily an endorsement of that other position put forward by 
the social planning council. 


I believe when you were here to see us in our summer/fall 
session and you had some comments about PURS. I must admit I can't 
remember the exact sentiment you expressed, but I seem to remember 
it as being fairly favourable. Could you refresh my memory on that? 


Mr. White: I have to admit I don't remember what I said 
about PURS at that time either. But we have had the benefit of the 
safari across Canada since then, if you don't mind my tossing that 
in too. Comments we got, particularly in Nova Scotia and I think in 
Quebec and perhaps other provinces, indicated that political 
leaders in those areas are very much interested in finding some 
mechanism, some convenient, easily administered, easily understood 
mechanism, by which people in general, people in the labour force, 
Can make some contribution to part of their retirement income as an 
ongoing effort into the future, as it gradually takes hold with the 
passing of the decades, an effort to relieve the pressure on the 
social assistance goals. From that point of view, Ontario's idea of 
PURS, I would say, finds favour in, as I remember, those two 
provinces in particular and in other areas. 


Mr. Haggerty: I “think- “its on’ “page *three™ in the “other 
document there. 
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MEseeNnite; lS belitaes Tt) doess4with .me Soden. ethank sou 
gentlemen and the Legislature have to look at a number of 
alternatives here as to how to deal with this problem. What I am 
trying to say 1S that PURS is certainly one viable alternative way 
of looking at it, for example, as an alternative to mandating 
registered pension plans. 


Miny Gillies, Actually...) alh,-reterrangasnowe se oumyOUL s sober 
document which could be very useful for us. One of the major 
problems we face with PURS is that really in order to be effective 
ila would require national adoption, or we would favour national 
adoption of that plan. Have you found in your travels that there is 
some sympathy for the concept in several of the other provinces? 


Mr. White: Yes. To be perfectly completely honest with 
you I would have to say there is at least one other province that 
WOULGh aca d1LVCe.tt the «time .of. day. dt. is, wedded =to the Canada 
pension plan. 


Mr. Gillies: Right. If I might pursue that, Saskatchewan 
favours quite unabashedly the doubling of the Canada pension plan. 
Did you detect in your excursions any sympathy for that concept in 
any of the other provinces? 


Mr. White: Doubling the Canada pension plan? I would say 
no. I would have to make an exception of Quebec. I think in there 
we tell you we have been led to believe that Quebec may be going to 
follow the Cofirentes+ route, which means some increase in the 
benefit in the Canada pension plan. 


Mr.saGillies:. .Not..doubling.« To. athe «best ot vour, knowledge, 


then, ..it would. .appear Saskatchewan is. fairly isolated in.its 
position? 


MisensomLcos. » MY, ..understanding wecertainky &.1S sbnate <lnee.our 
discussions with many people in all the provinces they did not feel 
there was any need _ for (inaudible) to increase the benefit 
structure of the Canada pension plan. 


Mr. McClellan: Presumably it had been looked at by the 
Lyon government in Manitoba. 


Moo. .Gl) bess: ..Prioy “COL tne a UpSseie Glectilon.. .COULd svyou 
gentlemen fill me in somewhat on the timing of your trip? Was your 
trip undertaken after we had-- 


The oV1Cces+Chaanman tra Geel LeSa we lbesall SOG Viet Oe interrupt. 
I think we had agreed to discuss one paper at a time and raise the 
questions on that paper after we had dealt with the social security 
proposal. I think Mr. McClellan had a question with regard to the 
social security document. We will come to yours after they give us 
their presentation on their trip. 


Mr. Hewitt: Perhaps we could also answer the question as 
to the FEIC comment on PURS and I refer you to Wednesday, August 
19, 1981, Hansard transcript page 22, an answer given by the 
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Speaker. I made a number of comments on the need for PURS and how 
it bumped up against one's perceptions of regulations and mandating 
of such a policy: We suggested it certainly” was Mrs,eHaley s 
perception that there was a requirement to mandate. We also pointed 
Out that our FEI constituency does not share this point of view; in 
fact, that there is no consensus that mandating retirement savings 
is necessary. 


The Vice-Chairman: Mr. McClellan, you had some questions 
on this presentation? 


Mr. McClellan: Really just on the lessons that could be 
learned from the experience in other jurisdictions, and again I am 
not competent to talk about European jurisdictions but I had been 
following developments with the American social security program 
reasonably carefully, at least as an informed layman. 


First, “you, will concede, “and’> "I “think you =did, that,” ‘tem 
American social security benefits are substantially higher than 
Canada pension plan benefits simply because of the maturity of the 
plan, so aS you say, we can't make dollar-for-dollar comparisons or 
payroll percentage comparisons. I was just curious, since you gave 
us the ‘advice to follow, if I’ may say, from the “experiment — FH 
Reaganomics in the United States--and that is what we are talking 
about, )-the "$46 -"beLIPVon™ "cut" *in® che PAmerican= “soc lal cecunmiess 
system--did you have the opportunity to read the article in the 
December issue of Atlantic Monthly, the Education of David 
Stockman? Did any of you gentlemen happen to read that? 


Mr. White: No, I haven't seen that. 


Mr. McClellan: I would suggest you look at it because the 
author of the experiment concedes in the article that the object of 
the exercise is to benefit the well-to-do in American society. He 
says clearly and unequivocally that the object of the exercise is 
to make more cash available to those who occupy the upper-income 
ladder already. 


Mr. White: If I-*’can make one’ ‘comment."on “that,. I°d “like ce 
feel that we're having a ‘meeting of minds, that you clearly 
understand what it is we're trying to do. in this paper with ouz 
references to the US and the other references. 


Perhaps we should have come right out and said it. Maybe we 
did--I think we did. We're trying to illustrate good reasons why 
Canada should proceed cautiously and slowly when it's contemplating 
expanding the Canada pension plan, and we're trying to illustrate 
this by laying before your group the examples in other countries of 
what’ has’. happened, countries’ that "have, I “think it's’ fair to say, 
Overshot the mark on the social security side and now have got 
themselves into a fair amount of financial hot water. That's all 
we're trying to do. It's not a» plea for Reaganomics. I 'don™t ‘even 
Know what Reaganomics are, quite frankly. 


Mr. .iMcClellanss’ TethinkteG@Br understand the gist of yous 
argument. That's the way I interpreted the argument and the point 
you were trying to make with respect to the American social 
security system. Again, I would suggest you read that article on 
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pocr cienon)-of ithe Ssocialvisecurity™ budget) cuts. "site puts “it pif 
perspective. 


The other perspective I think it needs to be put in when 
we're trying to assess the ability of a society to afford generous 
retirement programs ie: YeEME'S Reagan's defence budget, which, 
according  toosthe New: York Times,) totals: $5 jtrillion = for ~the «next 
five years. One of the problems Mr. Reagan has is trying to 
reconcile that kind of astronomical expenditure based on those 


political priorities with the inheritance of a generous social 
security retirement system. 


I don't envy him the task of trying to reconcile those two 
problems. But from where I sit that's the nature of the discussion 
that's taking place in the United States, and it's a question, 
Beatty; Of Priority.* It's not? a’ question obvlack of=resources, ees 
a question of where those resources go, whether they go to provide 
adequate retirement incomes for ordinary Americans or whether they 
go into a beefed-up defence system in the United States. 


MreowWhites,srt's /alsoyvivery - largely) a,fquestion, of tthe state 
of-his¥veconomy, as-it is a question. of the state of ours. As I say 
rnetcehas «paper, ifs-you vdon't» have, ..a..sound, / productive “economy 
Growingenmat, vsaynreasonable. rater you~ just~ «can ht" “pays tore” these 
things--with or without a defence budget. 


Me.eerccrellans You Certalnivy= "cant epay==lor ouUns: “anys mole 
than Lyndon Johnson could. You can't pay for guns and butter, and I 
think we both agree on that, perhaps. Maybe not. Okay. 


MEeenRiddekls These -thingicg Imecantt «reconcile? issfthatycweer > 
sitting here wondering as a committee whether we should be making a 
recommendation as to whether we should reform pensions by going the 
public route or whether we should be mandating a _ provincial 
universal retirement system program, when we've had delegations 
appear before us saying that we should leave pension reform to the 
private sector and that the way to accomplish this Le. bY eofferang 
tax incentives. 


I know you people don't sit in government, but why in the 
world has government not offered this type of thing in the past: 
tax incentives? 


Interjection. 


Mire tJRidded le... You -'say wathey sehaves paNOt, according” coy the 
comments I've listened to from delegations. But if tax incentives 
will indeed accomplish what we hope to accomplish, and that's 
pension reform through the private sector, why in the world are we 
even discussing pension reform through the public sector or a 
mandated pension program at the provincial level? 


Mr. “Whites? To" respond" *to’ your *>question,-=there™ “are” »tax 
incentives now in place under the Canadian Income Tax Act. I for 
one believe, and I think there are many who share my view, that the 
limit on the exemptions is not kept up to date and that the current 
limits are much out of date in the light of past inflation since 
the limits were set. I think, coming from Ottawa, I'll go right out 
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on a limb and say that the reason it is so tough to get those 
limits raised is the view taken in Ottawa, the view in the 
Department of Finance in Ottawa and generally throughout government 
circles in Ottawa. They take a very hardnosed attitude towards 
anybody who wants to have those limits put on, their argument being 
that the exemptions are of benefit primarily to the people who have 
money to contribute to their retirement. I do not subscribe to that 
argument. I think it is completely wrong. 


4:40 p.m. 


In essence, I guess what it comes down to is, yes, there are 
tax incentives in place, but they are not nearly as effective as 
tney could be because the limits are much out of date. The $3,500 
limit, for example, was set at least 10 years ago. How much 
inflation have we had in 10 years? 


Mr. Riddell: But if these limits were to be made more 
reasonable, would it not be cheaper to government, in the long run, 
to.,offernbetter tax “incentives: tobeallow thel’private lsector Wea 
implement their own pension plans, rather than having government do 
it through, say, the Canada pension plan by doubling benefits and 
having to use a greater contribution rate and what not? Would it 
not be cheaper in the long run, less costly to governments in the 
long run, to offer the incentives and let the private sector look 
after the pension plans? 


Mra Whites I Ucertainivithinki@it» wouldmibelabetterdvione tics 
the reasons it would be better is that you would have the pension 
provisions being made in the area of the economy where they would 
be prefunded. Prefunding of them provides the assets necessary to 
Support the pensions when it is time to pay them. You do not have 
to then tax existing workers to get the money to pay the pensions. 


Mr. Hewitt: A supplementary would then be up to capital 
markets to ration the funds, if you will, according to the highest 
and best use. It would not be the responsibility of a cabinet 
committee, or some other group of wise men, to divide the 
accumulated) income inratheisipoodse Tteeist aim veryt, difficult: “Ge 
administer a national industrial policy with a large pool of 
capital. It is not easy to pick winners, or to pick the kind of 
society in which we think people should live tomorrow, by deploying 
funds in private markets today. 


the. Vice-Chairman: Mr *White;% would?tyou™ idked nowisto® give 
us the highlights of your findings on your 10-province sweep? 


Mres\Whitess°Powould beteqgladwitomido Iithatwmomart Chairman, and 
perhaps just pick out the principal ones, in the light of the hour. 
One of the principal ones is right at the beginning under GIS and 
Gains. I know this came as a great surprise to Mr. Smith and to me. 
Perhaps you gentlemen had realized it before. 


[say near’the+ top+of "the "first pages wi th* regard: to -pensic| 
adequacy for the present elderly, the federal speakers at the 
Canadian Pension Conference last spring maintained that there is a 
pressing need to increase payments under GIS. This is still the 
point of view at the federal level, and the federal viewpoint is 
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based on studies using the national poverty line to test the 
adequacy of GIS payments." 


pe woen wes'were in British’ «Columbia®+ and .Albertapalwhere cin 
addition to OAS and GIS there are generous provincial supplementary 
benefits for the elderly and additional benefits such as free 
médical .care, free dental ‘care, free “urban transportation, et 
cetera, we were told quite flatly there is absolutely no pressure 
Oni Victoria.~for any «increase in benefits) to ‘thel elderly. As. a 
matter of fact they referred to this idea of increasing GIS as an 
Sasvernepnenomenons 1t) just..does? not'fapply .in wBritishis Columbia. 
When we got to Alberta, we received similar comments. 


: When we went to the Maritimes, we discovered that the poverty 
line down there is considerably below the national average. The 
Current levels under GIS again are not considered to be grossly 
inadequate in those areas. 


What it comes down to is the inadequacies are confined 
largely to eastern Canada, or eastern central Canada--I think this 
province and Quebec, particularly--and the large urban areas. We do 
not really have a national problem here; we have a very distinct 
regional problem. I guess that is posing considerable political 
difficulties for the people in Ottawa, and perhaps is the reason 
they have not acted sooner. 


Taccrnought ,thate was! mmainteresting: pointtehsumustiscontesss I 
certainly missed the point there until it was pointed out to me. 


The Vice-Chairman: It is certainly new and -interesting 
information to us as well. 


Meagewhite: Thee first et paragraph matetthe@feop of spages stwo 
relates to the point I was asked earlier. In eight provinces there 
is Otemuch, support, if any, for “Increasing@benefits under thesCrP. 
Saskatchewan definitely wants to increase CPP; we even got the 
understanding that they would go their own way and put in the 
Saskatchewan plan if they cannot bring the other provinces along. 
Quebec may have already decided to follow the Cofirentes+ report, 
and that will be 50 per cent on the first half of covered earnings 
and 25 per cent on the balance up to yearly maximum pensionable 
earnings, which gives you a net of 37.5 per cent. 


The dropout of child-rearing years: Saskatchewan will insist 
on this; Quebec already has it, as you know. In Alberta and British 
Columbia, we found considerable sympathy with Ontario's point of 
view. BC, of course, opposed it the last time along with Ontario, 
but Alberta is coming around to that point of view too. We thought 
you might be interested to learn that. 


Again, in the next paragraph, if you leave out Saskatchewan, 
I would say there is practically no support for the idea of 
bringing non-wage earners, like housewives, et cetera, voluntarily 
under the Canada pension plan. Almost every province takes the view 
that it would be such a change in the program it would not be an 
employment-related pension plan operated nationally, it would just 
be a straight welfare program. 
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Mr. Haggerty: How would that be Lf there were 
contributions made by the homemaker or by a spouse? 


Mr. Whites, It.<1s..;understood:.that ~contributions. would | ae 
made, but there is the additional point that they will be made by 
the people who can well afford it and not by the ones who cannot. 
SO thées«very oneS youxuwant=*to help Stidil do.w-not wget helps game 
anything, you would enhance the upside-down social welfare aspects 
of the Canada pension plan. 


Mr. Haggerty: Regarding those who need the assistance, do 
you have any thoughts or views on how you bring in those persons 
who are on the lowest end of the totem pole? How would you bring 
them in under such a scheme to make sure that they have sufficient 
income? 


Mr. White: It depends on whicha«groupapyou,) are wstalkine 
about. If you are talking about the existing elderly--I think at 
the National Conference on Pensions last March-April the feds said 
they would take responsibility for them and do something for them 
under the GIS. They have not done it yet. If you are talking about 
the elderly in the future, then I think the way to provide for 
housewives--at the moment I cannot think of others who are not 
wage earners who might be involved here, but let's take housewives, 
which is a large block--is to make sure, aS I believe you and other 
provinces are going to do, that there are adequate survivorship 
arrangements under all registered pension plans. In other words, 
when someone retires, if the normal form of pension does not 
include a proper survivorship arrangement, he must at least have 
that aS an actuarial option. I am saying that in the future this 
will be taken care of in that way. 


Mr. Van Horne: Mr. Chairman, are you going from a list? 


the. »Vice-Chairmans: :.No.,~ Actually..wes.are .going ~to., Let Mae 
White conclude his presentation and then go to questions. I gave 
Mr. Haggerty a little leeway there. 


Mr. White: Near the bottom of page two, the second last 
paragraph, I think you will all be glad to know there is pretty 
general support for increasing the YMPE pretty rapidly up to the 
average industrial wage, not only in the other provincial capitals 
but I would say in the private sector too. I think you would get 
VWEEY. GOOd" SUpPOLTEIforacnatc. 


Everybody “is®vin favourytof- uniformity lofiopensions ibenetucs 
legislation, I guess at least until they want to do something 
different from the others, but I think we will achieve uniformity. 
I am certainly optimistic  onsithat< We) have spretty, suniform.. luce 
insurance legislation right across Canada and it works very well. I 
see no reason we should not get similar uniformity in the pension 
fund area. 


For vesting and locking in, 100 per cent after five years of 
service seems to find unanimous favour. You could add on if age 
plus service equals 45 as. an alternative--in «case that. occurs 
earlier to sort of cover the older person. 
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The Saskatchewan amendment, second last paragraph--at least I 
Sabie it that; Dy think Sthey@introdticed “it-=thatwat iiveast “half the 
vested pension for a terminated employee must be provided by the 
employer, seems to find general acceptance, again not only in the 
provincial capitals but in the private sector too. 


With hegard row ponbabivity tthe. philosophy sotimeportaniirty 
certainly receives support in most places. I guess the idea of 
rolling it over begins first if you accept or work towards the 
philosophy that pensions are deferred compensation, because if they 
are deferred compensation then if a terminating employee with a 
vested benefit rolls it over into his own RRSP or takes it with him 
in some other way, he is only taking with him what really belongs 
to him. He -might either roll it into a registered retirement 
Savings plan or move it to the pension plan of his new employer if 
it has been modified to allow it to accept transfer values. 


Incidentally, in Quebec we detected a strong feeling that it 
might even, in the not too distant future, require for registered 
pension plans in that province that vested pensions for terminating 
employees may no longer be left with the original employer; they 
have to be moved out, either into a registered retirement savings 
planor «into the: plan of the new employers So I think portability 
is definitely going to increase. 


4:50 p.m. 


There are some technicalities to it that I think have been 
Surmounted. I guess our biggest problem in the immediate future--by 
that I mean the next 24 or 30 months, say--is selling this idea of 
portability to chief executive officers and the human resource 
vice-presidents of companies. In other words, you have to convince 
a president that it is in his interest to be willing to take money 
out of his pension fund and give it to a departing employee who has 
a vested benefit and let him put it into his own registered 
retirement savings plan or take it to his new employer. It is in 
his interest to do that to make the pension system work, and he 
should understand that what he loses on the swings he will gain on 
the roundabouts, because he will have employees coming to him who 
are going to be bringing money from the pension plan of their 
previous employers. But that is not an easy sell. 


The Quebec point is covered near the top of page four in the 
first paragraph. The second paragraph deals with the excess 
interest approach for preserving purchasing power of pensions both 
in the course of payment and vested deferreds. That is finding 
pretty general support. British Columbia, you will notice in the 
second paragraph, has already shifted its public service pension 
DlLansmraway etfrom SancappedsgeEPI sliindexing sand cover!’ to sehemrexcess 
interest approach. As I say, there are some indications Ontario 
might follow suit. The Quebec government is obviously unhappy about 
uncapped CPI indexing for its public service plans. 


My own personal hope--I guess I sound a little like a 
Pollyanna when I say this, but I will take that risk--is that, if 
the public service plans move in that direction, the private sector 
plans may meet them. In other words, we may find a common ground 
using the excess interest approach as the means of maintaining 
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purchasing power of pensions, a ground that can be used by both 
kinds of plans, both public service plans and private sector plans. 
I think that would be a happy solution to this kind of wrangle 
existing at the moment. 


There iS great support for the concept of better survivor 
benefits, as I said a while ago. You all know Quebec has abolished 
mandatory retirement. I don't know there iS much more in there of 
earth-shaking importance, but I would be glad to comment on any of 
it if you wish me to, or to answer questions. 


Mrs | Haggerty: (ite havew one!) question; Pthat,-relatess (Cos aaas 
excess interest question on page four. Would there not be some 
adverse effect to this, if we jump onto the bandwagon saying this 
is the approach the government should take? We have heard so much 
now about the high cost of interest rates, how it affects the 
economy, the industrial sector as it relates to small businessmen 
and farmers and so on, and in many cases even the government here. 
This to me would seem to give the government a little bit of 
leverage to say, "We want to maintain the high interest rates so 
that we can maintain a viable pension scheme for government 
employees." 


I am afraid here you are saying we should go along with the 
high interest rates, because there are some benefits to certain 
people in society and people will then perhaps jump on the 
bandwagon and say: "Yes, I can go along with high interest rates. 
We can add more to our pension plans. We are going to get benefit 
from it." Don't you feel there would be some adverse effect upon 
the whole economy if we jumped on the bandwagon? 


Mros Whiteso lI , stecognize’ o what. eissedno> yoursymindss ands gine 
validity of your comment. There may be somebody who is inclined to 
use that kind of argument. I think personally it would be a little 
Specious because, let's take the federal government because it has 
primary responsibility in these areas, for it to say, "We go along 
with high interest rates because it works out well in pension plans 
that are now on the excess interest approach." The counter to that 
is: "Yes, but they wouldn't need it if you guys didn't generate so 
much inflation. We would not have high interest rates." 


Mr. “Haggerty: “I think? \-anybody "who %*has* savings “in\stae 
banks and trust companies now iS getting that little pink slip 
telling him that the the government is just waiting to jump on the 
interest they have accumulated on their savings, because here is 
another area to get additional revenue from. 


The question is, when the government is selling and issuing 
debentures or bonds, the return is set at about 13 per cent. That 
is about the return on it. They feel that is an equitable return on 
the investment--investing in the government. In some cases, they 
are providing an investment for different arms of the government, 
such as the Ontario Development Corporation, EODC and things like 
that. There is some money being funded back through the investment 
to the private sector. 


I can tell you about the automobile industry where they have 
a substantial handle on grants, and the paper industry. I just look 
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aclchissand;= tome, -it=just) seems» to encourage the government in 
some Of--I do not say the politicians, but Maybe the top 
bureaucrats to say: “Let us keep it this way. We get an additional 
cash flow coming in that perhaps may assist us in geabhingsiout Of 
debt," or something. It has never happened. 


) Mr. White: Maybe another aspect, though, another insight 
into what you are saying is that, in particular, when you talk 
about top-level mandarins in Ottawa, remember they are now fully 
consumer price indexed. If they want to let self-interest rule 
their motives, their decisions of what they are doing, or what they 
are going to do, or what they are going to recommend be done, they 
could not be better protected than they are right now. So I think 
the excess interest approach is an improvement over that. At least 


it relates what they get as pensioners to the performance in their 
pension fund. 


Remember, too, that the pensioner is not completely protected 
under the excess interest approach. He is bearing the risk that the 
investment performance in his fund may not keep up with inflation 
generally. So he has a risk that he does not have under uncapped 
consumer price indexing. I think you have moved a major step ahead 
if you can switch them off uncapped indexing over to the excess 
interest. 


. My .sednaggerty:» But .in’ this; high jaintexest, rates phenomenon 
which is facing us now, there have been some huge windfall profits 
made. It is frightening. 


Mr. White: Yes. And some big windfall losses too if you 
look at the equity market. 


Mr. White: The clever traders have probably made some 
profit. I do not know. I am not aware of anybody-- 


Mr. Gillies: There are none in my riding. 


Mraci Vans “Horne:*, Mr.) Chairman; 9ekeeping,, iones eye @ono7 the 
Sock, Wiwibliftryiito®be vyorief jwith stthisinquestion-.s:itoitwes antowthe 
first paper, basically the seventh page of your first paper. 


Given that the expansion of CPP would take necessary funds 
away from private pension plans and investment in the private 
sector, which you are stressing here Canada desperately needs, and 
given that the QPP has, in a sense, been unduly influenced by 
government, either mandarins or politicians, can you suggest or 
have you considered any mechanism through which funds could be 
invested)» frome an. expanded« GPP » intog thes private prsector anys a 
productive way to help Canada? 


Mr. White: Mr. Chairman, CcOouldnam leereaskse MG. Hewitt to 
respond to that? He is much more expert in these areas than I am. 


Mr. Hewitt: One idea that has been discussed, I think, 
publicly by economists and by actuaries is one of looking at the 
demographics bulge, as articulated in our paper and was excerpted 
from the Canadian Institute of Actuaries’ brief to the national 
pension conference. It may behoove us, or it may be deemed wise, to 
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start’ “now”. prefunding oom “vou will,“ Cthys “enormous bulge” age 
retirements which are expected in the year 2020 or 2030. 


One way of doing so would be to have a supplementary fund to 
the Canada pension plan and that money invested in a funded trust. 
Those funds could, through some body of wise men or public board, 
be redirected to the private sector, whether that be to the Silicon 
Valley of Ottawa or to the automobile industry in southwestern 
Ontario; that is for the body of the investment committee of that 
fund to determine. 


It is an idea that does deserve public debate. It has appeal 
in the sense that it does even now to some degree satisfy Mr. 
White's comment that it lessens the free ride of those who will 
retire just after the turn of the century. It causes them, if you 
will, to contribute more to their retirement today and in so doing, 
it provides a pool of capital which can be directed to the private 
or public sector, if indeed that is the highest and best use as 
proved at the time. 


5 sie 


At the moment the money is being used in a sense like a 
general revenue fund. The money has been directed right back into 
the social transfer of payments. I find it rather humorous, not so 
when I think about it Seriously, but when I put my feet up on the 
desk aS a money manager--I do that from time to time--and reflect 
on the aggregate fund flows to the capital markets in Canada and 
look at pension plans per se, and trustee pension plans have assets. 


I think the assets of (inaudible) were around $64 billion, 
probably $75 billion at the end of 1981. A very large proportion of 
the new cash flow going into those funds has already been invested 
in government of Canada _ bonds, province’ “of ~ Ontario. *° bonds 
OntarioHydro bonds and so on. I think sincerely that Ontario Hydro 
is a productive asset, but I wonder, when I track the fund flows 
through the government of Canada accounts and to some degree 
through the province of Ontario accounts when they are not directed 
towards fixed capital, whether that money iS pursuing its highest 
and pest use. It gets to be very difficult to determine whether 
soft costs, if you will, welfare development costs are productive. 
It iS much easier to determine that in the case of pensions. It is 
deserving of debate, but not easy to measure the _ capital 
productivity. 


Mr. Van Horne: Given the history of the report this 
committee started studying last Summer and given the concern other 
provinces and groups have had, I am wondering why this did not get 
any heavier play or any greater debate earlier in the process. I am 
not a genius and this 1s not something that is original from my 
mind. You have touched on it but you really have not pursued it and 
I am just wondering why. 


Mr. Hewitt: I suppose I have a couple of comments. One, 
my professional livelihood has been money management. I am a 
combination of economist and analyst of capital markets. Most of 
the pension debate has been in the halls of social development 
policy and those folks don't understand or have not studied the 
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Furthermore, I would suggest that the intricacies of capital 
marketS are not particularly well understood by the media folks. It 
is very difficult indeed for many professionals. Ask someone out on 
Bay Street or King Street, or a banker, why the stock market is 
benaving the way it is today, why interest rates are at the level 
they are today, why government of Canada bonds sell as they do. 
Across the street, ask the folks over in the glass tower of Ontario 
Hydro why they sold bonds at 17 per cent last week. 


The Vice-Chairman: Mr. Smith, “I am sorry we will not have 
time to pursue the third element of your offer to share with us 
your thoughts on our interim report, but we would certainly be most 
interested in receiving that information if your institute has the 
facilities and the time available to submit that to us in writing. 
We would be interested in having your comments but I am afraid that 
time has run out on us today. 


I again apologize on behalf of the committee for limiting 
your time somewhat and delaying your presentation. I think we have 
got the main thrust of your presentation today. It has been very 
helpful to us and we do appreciate it. 


Mr.. Smith: Thank you very much, Mr. Chairman. I think we 
will be delighted to send in a little note on our observations on 
your recommendations. 


The Vice-Chairman: We would certainly include it as a 
formal exhibit of our proceedings, and we would appreciate it. 


Mrae Smith: Yes. We certainly do thank you for this second 
hearing. As we have indicated before, our sole purpose is to try to 
assist in the development of workable solutions to the pension 
issues, and if we can be of any assistance in any way at all we 
will be delighted if you would give us a call. 


The Vice-Chairman: Thank you, indeed. 


The committee stands adjourned until 10 o'clock tomorrow 
morning. 


The committee adjourned at 5:05 p.m. 
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SELECT COMMITTEE ON PENSIONS 


Wednesday, January 27, 1982 


The committee met at 10:16 a.m. in committee room No. 151. 
SHEET METAL WORKERS INTERNATIONAL ASSOCIATION 

Mr. Chairman: Gentlemen, we have a quorum. 

Mr. McClellan: I am sorry, Mr. Chairman-- 


Mr. Chairman: Tate S soni teal Ie rigit.:2) Satan nOterl Dhol sLO 
proceed without you, Mr. McClellan, but I am sure it has not 
inconvenienced anyone. 


Our first witness this morning is the Sheet Metal Workers 
International Association, Local 537, Mr. George Ward, business 
manager and financial secretary, and Stan Quin, business 
representative. We also have, representing Local 392, Mark English, 
business manager. Gentlemen, if you would like to come forward and 
take a chair. 


Mr. McClellan: Mr. Mackenzie asked me to convey his 
apology. His car broke down and he is somewhere between Hamilton 
and Toronto. 


Mr. Chairman: I knew you were not deliberately trying to 
boycott this committee. 


Mr. Ward: Will this chair be fine? 
Mr. Chairman: Yes. Please just take one of those chairs. 


Mr. Brandt: You are always making apologies for those 
guys over there. 


Mr. Chairman: Someone has to defend the weak and _ the 
oppressed. 


Mr. Ward: I would first like to thank the committee for 
allowing me to speak on rather short notice. Also keeping in mind 
the rather short notice, there are a few things I have prepared 
that I would like to submit to the chairman. They are basically 
examples of what I am going to say. On some of them you will find 
that maybe there are some social insurance numbers that I have not 
blocked out. I assume that if the chairman feels there is some 
confidentiality that should be there, he will stroke them out 
before the literature is distributed to anybody else. 


Basically,--our™ principle Pts very simple? In cLocalsS37,9we 
have a pension and a welfare plan. They are self-administered 
through a nonprofit administrator that we came up with ourselves. 
Our plans are all jointly trusteed between ourselves and the 
employers' association. We have one basic, ‘simple’ principle: the 
money follows the man. 
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In some cases I guess we are breaking the laws of Ontario. 
Legally we are wrong, but morally we feel we are right. We are just 
new in the pension game. We just started our pension midway through 
a contract as of May last year. We have had problems in the past on 
reciprocation of pension moneys and welfare. I hope to show you 
some examples of where local unions in Ontario have up to $1.975 in 
benefits and all it has reciprocated to some locals is 82 cents. 
There are other local unions--Mark English's is an example--where 
they still do not have a pension; when members work in another 
local union area, they lose their entire pension money. 


EOSZO0 vases 


I also have an example of a few members who have come to us 
from other local unions. No money has travelled with them and they 
have ended up having double coverage on their welfare plan. No 
money has ever come for their pensions. I also have examples of a 
couple of members transferring out of our local union to other 
local unions. We intend to reciprocate their pensions. If their 
locals don't reciprocate, they have a problem, but we don't think 
we do. We think the money should follow the man; it is the earnings 
of the man. 


Also, when we negotiate the collective agreement--when we 
negotiate it locally and when we negotiate them on the provincial 
level now--the package is negotiated. How the package is broken 
down is generally left up to the individual local union. For 
example, what I am saying is that the package is the package and 
should be treated as a package. The package belongs to the man, not 
to the local unions for which they earn the money. 


I would like the permission of the chairman to go through 
some of the exhibits and, if I may, give them to you and go over 
them one by one to give you examples of what I have just finished 
saying. 


Mr. Williams: Mr. Ward, before you start on your 
examples, could you indicate to the committee the geographic 
JUL ASALCUCLONGOTAVOUL LOCalos 7s 


Mr. Ward: Local 537 comes towards Toronto only as far as 
Oakville to the Oakville Creek. It carries on up Highway 25 up to 
Milton, then it turns towards Kitchener and we take in what you 
would call--I could give you the counties--Halton, Nassagaweya. I 
have a collective agreement here that I intend-- 


Mr. Williams:) ‘That<sivall. right ..ele just. want the General 
area. You don't have to-- 


Mr. Ward: Then we take in the Brantford-Haldimand-Norfolk 
area, the Niagara Peninsula, and Hamilton, of course. 


Mr. Williams: A pretty broad jurisdiction. 


Mr. Ward: At present we represent roughly 1,000 members, 
including apprentices. 


Mr. Williams: Do you have your headquarters in Hamilton? 


3 
Mr. Ward: Yes; at 479 Main Street East. 


I believe there has been a document submitted to you, and 
that is an example of members we've had working here in Toronto. 
There are many more but, at short notice, these are a few of the 
recent ones that. weve jad. If you will look. attherftirst one, 1t 
involves a brother Peter Neufeld, and if you believe in the 
confidentiality you'll block out his SIN, or it might have already 
have been blocked out in your copy. 


Mr. Chairman: Mr. Ward, if you wish to delete the name in 
reference to the document, that's fine with us, because there is a 
recording of what is said. 


Mr. Ward: Okay. Very good. 


I do not think I would get in myself in trouble because of 
confidentiality. I think if we ended up with reciprocity of all the 
benefits, I am sure the members would be very happy to have their 
names used. I do not think it would bother them in the slightest. 
Again, okay, I will refrain from that. 


In June, this member worked 139 hours and after repeated 
calls and finally letters to Local 30 and their administrator, we 
finally received some moneys. This is the letter and the moneys we 
received. We received $202.12 in vacation pay for him, and we 
received 82 cents on 139 hours, which amounts to $113.98. That 
would be his welfare benefits for his dental and life insurance. 


Mr. Haggerty: Is there any holdback on that money? You 
mentioned that this would be 50 per cent or half of-- 


Mr. Ward: That would be less than 50 per cent. If you 
notice some figuring done at the side--I will submit a collective 
agreement that has all the parts of the different appendages to the 
chairman. They are in short supply; so I didn't have many to 
Submit. The example of Toronto is in there. You will find in that 
document that they have $1.975 in benefits. On this man's hours--if 
you see it at the righthand side--that would have been $279.53, but 
hevreceived $113 798; "so he™"Lost “$160.55. “OL= the S$rav. 55,-"S1s25° 415 
pension money. So on 139 hours, he lost $142.48. He will never 
receive that. 


Mr. Haggerty: Where does that money go? 


Mr. Ward: I assume it would stay in the Toronto pension 
trust. 


Mr. Gillies: Could you give us an idea, Mr. Ward, of what 
this particular worker's hourly wage would be? Nothing precise; I 
am just trying to get an idea. 


Mr. Ward: I would say his package would probably be in 
the range of $17 an hour. He would receive no travelling expenses 
for working down here; he would travel on his own. He would work 
out of Toronto as a Toronto member. Although he would be a Local 
537 member, he would not be entitled to any of their benefits. 


4 


On the next page are two more examples. The two members who 
worked there quit after they realized they were not getting their 
pension money reciprocated, which again puts them back = on 
unemployment insurance. It puts them on unemployment insurance with 
some difficulty because they have quit a job which automatically 
gives them a problem of about six weeks before collecting. Out of 
the 41] hours, they received 82 cents, which 1s $33.62.” They lost 
kgs a 


Mr. Haggerty: Have you requested any changes in _ the 
province-wide bargaining act? Have you requested any changes from 
theas Miniscry 9. OL, » Labour to include PrOUteceron--—O.L pension 
contributions by an individual so that it is portable in a sense? 


Mr. Ward: This is one of the demands we made. As you 
know, we are going into provincial bargaining now. We figured it 
was quite simple to cover reciprocity in the collective agreement 
by simply stating that when a travelling member works in the area 
of the jurisdiction of another local union, all his benefits will 
automatically be transferred back to his home local. We thought 
this was simple, easy. Everybody agrees, but then we get into the 
hotchpotch of trust documents and administrators. 


Although I can understand an administrator cautioning a local 
union that possibly they are breaking the law by reciprocating 
pension money, the administrator is only an employee of the funds. 
If the directors or the trustees of the fund tell the administrator 
to reciprocate, I think he should reciprocate. But they are saying, 
because it is a technicality you do not have a pension; or, in the 
case of ours, our pension is not quite exactly registered yet--as 
you know, it takes a while to get a pension registered--and they 
are not reciprocating to us. 


Even before the time we had a pension, our members lost $1.02 
an hour. We do not think that is right. We think that the wage 
package is negotiated as a wage package and that money belongs to 
the member. 


Mr. Haggerty: Are you having any difficulties in getting 
your pension plan registered? Where is the difficulty? 


Mr. Ward: Where we had a difficulty--and this is going to 
be a good story for you--we originally decided to get into the 
pension scheme, and the trustees agreed to a pension. The joint 
trustees agreed that because it came in the middle of a contract, 
when we worked overtime, double contributions would be paid on any 
overtime hours. 


However, because we were in provincial bargaining, any 
agreement such as that has to go before both provincial bodies. The 
Ontario handling group said that it set a dangerous precedent and 
that they could not agree to the double-time hours. What happened 
to uS was our employer trustees felt superbad about it because they 
felt they had basically been kicked in the teeth by their own 
association. So what they and the union trustees decided was that 
the money would be paid into the pension scheme after tax. 


There waS our problem in getting registered. It basically 
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became an employee-contributed plan rather than an _ employer- 
contributed plan. However, we intend to change the plan properly so 
that it is an employer-contributed plan as of May 1, 1982, during 
negotiations. On that premise they say when that happens, fine; we 
are registered, no problem. 


10 3330."a.mM-. 


In fact, for about the four weeks the pension went along, say 
the month of May--say six weeks; it went up to May 15--the money 
was nontaxable. But then, because of the big problem on the 
overtime and the rejection of the Ontario air handling group to a 
dangerous precedent on double contributions, they reverted to 
taking it after tax dollars. That was our problem in getting 
registered. 


F Mr. Haggerty: You are the second group that I am aware 
Or-o2 


Mr. Chairman: The electrical workers. 


Mr. Haggerty: Yes, the electrical workers have run into 
the same difficulty. Are there any other provincial trades that are 
running into the same thing? The iron workers, say? 


Mr. Ward: I think there are several. 


Mri] Brandt: I ‘think’tall ‘of them vare ,-wquitce’” frankly. ° The 
information that we received from the International Brotherhood of 
Electrical Workers was that any reciprocity between any of the 
construction trades is virtually nonexistent. There is some 
transferring going on, like you are doing here, but on a very 
informal basis. 


As far as any kind of formal plans are concerned, I do not 
know of any from the Ministry of Labour standpoint. But even 
further “to-vythat; the l point' ML “was “going tol make, § which’ ers 
supplementary to yours, was that I am not aware of the construction 
trades advising the pension commission of this difficulty. 


Mr. Bentley indicated that the IBEW was the first group that 
came in that highlighted this particular problem. He was pleased 
that they came in, and I am very pleased that you are here today 
too, because it supports the very problem that was brought out and 
made very clear by the IBEW. 


This is absolutely wrong, in my view. Your philosophy of the 
money following the man is absolutely correct. It is his money. He 
has earned it and he should get it, irrespective of where he goes. 


We had a long series of examples given of guys who are 
working in Alberta, or wherever construction projects happen to be 
going on--for example, in my own riding of Sarnia there is a lot of 
Construction at the moment--and there is no way of getting that 
money back to the home local of the individual so that the man can 
benefit from the very dollars that he negotiated in his agreement. 
So I agree with what you are saying. We have to address the 
problem, but I do not think it has ever been highlighted. 
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Mr. McClellan: I was wondering if any of the affiliated 
locals have taken this issue to any of their councils, not just to 
get it hashed out, but to come up with a common solution to the 
problem. It then could be forwarded here for some action. 


Mr. Ward: What happens in a lot of cases--and the London 
locals were a fine example of it in 1966, when they built the Ford 
plant at Talbotville--most business managers and representatives 
are politicians, and they have to do things that are popular in 
their local union, or you do your three years and it is back on the 
tools. 


What happened in 1966 in the London area, and it only 
involved welfare plans, is that we had members lose $500 or $600 
down there. They had a boom time going, and they had agreed, 
Principally among all the business agents, that London would 
reciprocate the money. When the time came to reciprocate the money, 
the London local was going into negotiations and they thought, 
"Wow, look at this beautiful strike fund we have." 


That is exactly what happened in the sheet metal. Rather than 
reciprocate the money back to the people who earned the money, they 
spent the money on strike benefits for their members when they were 
on strike. Their members, in 1966, were getting something like $250 
a week strike pay. It came directly out of the welfare benefits and 
it should never have done that. : 


For example, we have another business agent on and he could 
not come today--a fellow by the name of Owen Pettipas, who is a 
business representative for the local now--who lost more than $600. 
Back in 1966, that was a nice piece of change. It is a nice piece 
of change today. 


Mr. Haggerty: The trust funds that you have there, are 
they not protected by some legislation that says it has to go into 
a pension trust? They did not go in there and tap that resource 
with some violation of some provincial act, or even of your own 
constitution. 


Mrs icWards*, Yes. ovAgain, "rIitedo® not “knoweuhow’ London's “was 
structured in 1966, but I know ours are very rigid. They are on 
record here with the standards branch. Last year, we wrote Mr. 
Scott, I believe his name is, for permission to use some interest 
money to buy better dental benefits, and we received permission 
back from the government. They allowed us to spend that money for 
that purpose. 


Even the federal tax law says that as long as the money is 
being spent to enhance benefits of the members, the money is 
nontaxable--the interest, that is--and they generate a fair amount 
of interest. 


I.« -Cannot, .sunderstand: awhy -«locales,unionsan.do 1 inoteawant — nto 
reciprocate. A fine example here is Local 30. They have to be one 
of the wealthiest locals in the union. They are the wealthiest in 
Ontario, if not one of the wealthiest in Canada. Local 8 out of 
Alberta might be giving them a run for their money now with their 
oil prosperity. Why they would want to keep somebody's money, I 
don't understand. 
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Mr. Haggerty: Are these all registered plans or 
unregistered plans? 


Mr. Ward: They are all registered plans, to my knowledge. 


Mr. McClellan: When IBEW were before us, I thought the 
problem they were talking about was reciprocity between locals 
where one had a registered plan and the other didn't have a 
registered plan. I thought they were saying that when two locals 
had a registered plan there didn't seem to be a problem within 
IBEW, because reciprocal agreements worked okay. Where they got 
into problems was if a local had made a decision not to have a plan 
at all. Then there wasn't any vehicle for the other local to 
transfer funds back. That's what the other guy would argue; so 
that's where they were getting into problems. I understand your 
point is that you are having problems right across the board 
between two locals. There are a bunch of locals, all of which have 
registered plans. 


Mr. Ward: Yes, we are having a problem with a couple of 
them. @Most' of) the’@locals® im siOntariow wil Poreciprocate witches no 
written agreement. 


Mr.McClellan: Some are kind of ornery. 


Mr. Ward: Yes, there are two that we have run into; one 
is Sudbury and the other is Toronto. But any of the reciprocal 
agreements that I have seen--for example, if Hamilton's was 75 
cents an hour pension and Toronto's was 102.5 cents, Toronto would 
keep 27.5 cents. They wouldn't reciprocate the whole dollar. 
Unbelievable. I am probably going to say it several times but it's 
a man's money. It is nobody else's money but the guy who earned it, 
and I can't for the life of me see why people would want to keep it. 


So, we flip over the other pages--the members we have working 
in the Toronto area now are all going for a bath <of -102.5 cents 
pension money. I think if you add up the figures of 102.5 cents and 
the 82 cents that they are reciprocating, you still fall short by 
six or seven cents and we understand that's a supplementary 
unemployment benefit and something else. They don't spell it out 
very Clearly in their agreement. 


I still think even that other eight cents should come. For 
example, in our local union we have a five-cent-an-hour dues relief 
fund. There is no reciprocity--nothing. Every member pays that. We 
reciprocate that five cents back to the guy's home local. The only 
way he could get any benefit from that five-cent dues relief is to 
be unemployed and be a member of Local 537. But if he is a member 
of Local 30, he is obviously not a member of Local 537; so we send 
the five cents back where it belongs to him. He earned it. It is 
his five cents. 


The only thing we don't reciprocate is one cent an hour, 
which is the provincial negotiating fund. A man would pay that 
regardless of where he worked and we send that on to the provincial 
group. But every last penny he earns in our area we send with him. 
It is his money. 
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I think it should also go further than pensions. It should go 
into. welfare and tits should “go®* into SUBS: of (training finds,. or 
whatever. It is all geared to the man's earnings--it all comes out 
of his pay pack. As I say, if you add up the Toronto money you will 
come up with a discrepancy of seven or eight cents. 


I don't know if there are any more questions. If you want an 
example, I have several. 


Mr. Chairman: Are you finished, Mr. Gillies? 


Mr..,-Gillies: »Mr. Chairman,, this .is the. second..delegation 
we have had in talking about problems related to this area of 
reciprocity. Quite frankly, as a member of the committee, I am not 
sure if there is any legislation or regulation of the province or 
the federal government that is being breached here or if there is 
anything that we could recommend that would help alleviate the 
problem. So I wondered if it might be appropriate if the committee 
were to ask Mr. Bentley if the pension commission could look into 
thiss/-area «cand+; sees sif,.atheré,jis.4 anything that .me.jw shoulda be 
recommending. 


Mr. ©Chairman? “Mre& ‘Gillies, “we twill @béeeLooking. *into ¥the 
area of the committee. As a matter of fact, I have scheduled Friday 
for a paper that touches on the area of multiple employers, where 
there are a number of problems. But we will be getting into it I 
think in some depth. 


10:40 a.m. 


Mr. Gillies: I appreciate that opportunity, Mr. Chairman, 
because it does seem very unfair. I think it would behoove us to be 
able to provide some answers to the members of this delegation and 
the IBEW as to what we turn up on it. 


Mren Williams», Of m.coursey - Monday: © morning ast, sf aseuivou 
recall, Mr. Chairman, the Canadian Co-ordinating Committee on 
Multi-Employer Pension Plans spoke for all of the unions that were 
caught in this particular bind. 


Mrs) Ward:?* One other «ithing,*sifies.gmay, sathate LReongot,.fo 
Mention. When we started our pension we had some money in our 
vacation with pay interest fund. It is always a problem what to do 
with the money--when we got the pension where would we start with 
the membership. So we decided to start the membership at 10 years 
and we burned some guy with nine years and 11 months. We tried it 
again, started it at seven, and we zinged some guy with six years 
and 11 months. 


So we decided to come up with the first year, a guaranteed 
year of purchasing an annuity. Basically, what we projected it on 
was the average age of the membership. If the member worked May l, 
1981, to May 1, 1982, an annuity would be purchased in his name, 
and if he never worked another day in Local 537 that annuity was 
his. Our projection at the time was for a member, regardless of 
whether he was 65 or 66 or whether he was 25, when we purchased 
that annuity, it would be anywhere from $125 to $160, depending on 
the experience of investing money and at the interest rate today. 
But it would never be lower than $125. 
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So basically we are looking at May 1, 1982, when we will 
probably have maybe 40 members who are in the 65, 66, 67 age 
bracket who will be able to retire and get anywhere from $125 to 
$160 a month from nothing. We intend to roll over a considerable 
amount of interest from the vacation pay money to start it off, 
along with each member contributing $1,050. I do not know of any 
plan where a member could contribute $1,050 and end up with an 
annuity that would give him $125 or $160 a month the next month. 
And that is one of the reasons why it is so important. 


Some of the people we have working on that last list--there 
is one gentleman who has been down there since August. They have 
not reciprocated any of his welfare money or anything so he is 
having to pay his coverage here, in Hamilton, and he is having to 
wait for his money to come out of Toronto. When it comes May l, 
1982, he is going to have to dig into his pocket and kick in $600 
or whatever it is so that he has his guaranteed $1,050 paid and he 
will probably have $800 laying here in Toronto. That is one of the 
reasons it is super important. 


After May 1982 it is going to be a money-purchase type of 
plan. The money would be in there and naturally you would get a 
better return on your money than doing it yourself because you 
would have volume. Money mounts up very fast. It does not take long 
to end up with $1 million in a pension scheme at 75 cents an hour. 
It just pours in; it is unbelievable how it comes in. And I think 
when these people are keeping $1 an hour or $1.10, they are keeping 
a tremendous amount of money. 


Mr. Chairman, I have had five copies of this made--I did not 
know how many copies I would need. If you want to have other copies 
made would you block out the social insurance numbers, because I 
took them right from our records. These are a couple of examples of 
members that have transferred out and how much money they would 
lose if we decided to keep the money. I could probably give you 
some enlightenment on the first fellow. 


I will not mention his name, but he came to us from British 
Columbia, Local 280. I understand he had some difficulty when he 
came to us. He was broke; so we had to help him out a little bit 
financially until he got on his feet. But he had a tremendous 
amount of money lying in Local 280 which they would not reciprocate 
to him. In other words, the money did not follow the man; they kept 
the money. 


He worked in our area and started contributing towards a 
pension. He has since transferred back out and is back in Local 280 
but he does not have a tremendous amount of money; he was an 
elderly fellow. But he has $234 pension money chalked up in Local 
537; it-sis Shite money, it is mobody “else*s* money. Wer carried “his 
benefits until he terminated, and we carry him to the detriment of 
the plan of one month. 


So the plan carried him one month but in his bank hours of 
his welfare he still has $31.40, which again we feel is his money. 
He also has vacation pay of $119.19, which again will automatically 
be reciprocated. We have not reciprocated yet because we are not 
sure he is back in Local 280. Eventually, we get a card that says 
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this is where he has landed. "Please be advised that John Doe has 
landed in Local 280. Here is his transfer." Then we automatically 
reciprocate his money. 


Mr. Haggerty: Are there any difficulties because his 
vacation pay is transferred? 


Mr. Ward: No, none at all. In fact--and I will be honest 
with you--we do not trust some of the business managers in 
different parts’sof ‘the -country and an, Ontarnio--I hope I am noc 
quoted-- ; 


Mr. Haggerty: Oh, you are. 


Mr. Ward: We send the vacation pay in the man's) name, 
because there is no way we want some of them to get their hands on 
EG 


Mr. Chairman: Is there a reciprocity of feeling in regard 
CO== 


Mr. McClellan: The witness should be aware that he is 
being recorded. 


Mr. Ward: That is fine. I am sometimes not very popular 
with some of the other locals at home anyway. 


Mr. Chairman: I was commenting somewhat in jest, knowing 
of course-- 


Mr. Ward: This is another problem. For example, if you 
were to kick your heels up with some of the local unions about 
getting your money reciprocated to you, they would not give you 
your people. For example, let's say for some reason the business 
agent in Sarnia--we will use Sarnia just as an example, but the 
member is a good guy; there is no problem with him-- 


Mr. Brandt: I am glad to hear that. 


Mr. Ward: But let us say he is mad at me, at George Ward, 
and is not going to use Local 537 members. To me, that is beyond 
reasoning; but there are people who think like that. I would use a 
sheet metal worker regardless of where he is from. If we need 
people, we need people. I think some of them lose sight of the fact 
that it is a brotherhood. I think maybe this is what happens to 
them: money boggles their mind and they lose sight of the fact that 
it is a brotherhood. 


Mr. Brandt: We are going to need (inaudible). 


Mr) Wards. owes ‘anémihopingsarbhatig.wemiwaallm@ bere usves enough 
ourselves. 


Mr. Brandt: It will be very busy. 


Mr. Ward: We understand right now that Windsor, your 
neighbour, has about 65 per cent unemployment. 
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Mr. Brandt: He is in bad shape. They are welcome as well; 
we have enough work for all of them. 


Mr. Ward: He is a good guy too. He reciprocates. 


. Mr. Haggerty: We won't be going to the American side to 
bring him across this time, eh, Andy? 


Mriee?Brandt::4.We'-are -ihoping eithat ‘Tsi-not;-goinds:towm be «the 
case, I can assure you. 


Mr. Haggerty: We have a lot of problems in that area too; 
the local made them go that way to bring them across the border. I 
won't get into that. 


Mr so iBriandt:siWe won’ tevigeti tintowsthat: “in «them icontex tao 
pensions. 


Mr. Haggerty: No. I know that we discovered this during 
our Liberal labour task force committee that visited Sarnia. This 
is one of the things that was mentioned, that there was no need to 
bring in people from the American side. There are all kinds of 
locals here that have men available but perhaps through a business 
agent or something like that he was not permitted to work. 


Mr. Brandt: There is the question of travel and 
accommodation. That was one of the key things, as these gentlemen 
well know. I really think that is a side issue to the main issue of 
pensions at this point, although I would be prepared to discuss it 
at another time, Mr. Chairman. 


Mr. Gillies: Just while we are on this point, could you 


give me an idea of what percentage of your Brantford members are 
working on that? 


Mr. Ward: Yes. Strangely enough, we are not in bad shape 
in Brantford. 


Mr. Brandt: Speak for yourself. 


Mr. Ward: We don't know what we are doing, mind you, but 
it is true that Brantford is in very rough shape; but, as far as 
sheet metal workers are concerned, we are doing pretty well. 


Mr. Gillies: Locally? 


Mr. Ward: Locally. Stan could maybe tell you a little 
more; he serves the area up there. 


Mr. Oupns Surprisingly enough, Brantford 1. Sede ine Joos 
shape. We have maybe four members out. 


Mr. Gillies: Am I ever pleased to hear that. That is just 
great. 


Mr. Quin: Of course, it is a tough struggle with some in 
the other group to keep them on the straight and narrow. 
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Mr. Gillies: It's good to hear that one of the trades is 
doing well. Sorry to digress there, Mr. Chairman. 


LOS SUP acts 


Mr. Ward: Concerning the second example on the next page 
over--and I won't use the member's name--this member came to us 
from Sudbury in June of this year, and you can see that he had a 
very successful half year. No money came with him when he came to 
us from Sudbury. I understand that they didn't reciprocate the 
money in the benefit package that was in Sudbury for his health and 
welfare, but when he became a member of ours we carried him. 


But because we're a collector for the Ontario health 
insurance plan--we didn't take any OHIP from him; he had an 
exemption number, so we saved him some money there--basically what 
this member did when he was with us was to make double 
contributions. The only people who made any money were the 
insurance companies. They paid his dental, they paid his life 
insurance and they paid everything, I think, in Sudbury for him 
until he depleted his money up there. Because of our requirement 
when he became a member of ours when he transferred in he also, 
when he became eligible--if you look at his record, he became 
eligible very fast because he made a considerable amount of 
money--ended up paying double welfare benefits to two insurance 
companies. And that's wrong. 


Now, if you look at his work record, he drew vacation pay of 
$1,700 in October and he's back up to $909.94. He has got pension 
contributions to the tune of $1,032.76 and he has welfare of 
$625.85; so he has a considerable amount of money that technically, 
I guess, we could keep--all except his vacation pay. So we could 
probably keep about $1,600 of his. Of course, we have no intention 
of doing that. When we find out where he finally transferred 
to--we're not sure whether he went to Thunder Bay or back to 
Sudbury; we'll know when the other half of his transfer card comes 
back to us--we will reciprocate his money in total to him. Again, I 
can only say that that's the way we feel it should be. 


The next page is another fellow who transferred out. It's not 
a breakdown of his money. He transferred to the Sudbury local, and 
we sent up $681.10 in welfare and pension. He had already received 
his vacation. 


So there are some examples of what we do now and what we've 
always done when members transfer out of our local area. 


Mr. Brandt: The question I want to ask relates to the 
inner workings of the various locals within your particular trade. 
Are you giving us the message loud and clear that there is little, 
if any, possibility of some kind of reciprocal arrangement being 
worked out, and that you are asking us, in the pension field 
particularly--although you've addressed other problems that would 
have to be looked at by some other body--but with respect to 
pensions you're saying, as I understand it, that you want some form 
of legislation that will allow for this kind of reciprocity to have 
the man's pay, or the amount of contribution he makes, follow him 
wherever he goes? 
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Mr. Ward: Yes. I ‘think there are possibilities -of some 
reciprocal agreements being reached, but they all have little 
cliff-hangers in them, or little catches. For example, if you get 
che=/s cents” in your *local’“and the Jother’ LocalMhas $i) tyou fonly %get 
the 75 cents; or if you don't have a pension you get nothing. 


I think there should be some legislation one way or the other 
that if the local unions are going to keep the money then maybe the 
vesting period should come down, and if they're forced to vest some 
guy with half a year's pension then they might be very happy to 
transfer his pension money back to his home local. Or, as I say, 
legislate reciprocity. I think that's the simplest answer: that the 
money follow the man. And to make sure that it's done right it 
should be legislated that the money follow the man. 


Mr. Brandt: And to the best of your knowledge this 
Situation within your trade is not unigue and probably covers many 
other areas. 


Mr. Ward: No. I think we probably reciprocate more than a 
lot of the other trades--among ourselves. 


Mow, Brandt: If -we*re ~ looking™"for | legislation 1 would 
have to cover all of the construction trades; you wouldn't be 
opposed to that. You're suggesting, I think, that we've got to move 
in some definitive way to protect these men. 


Mne Ward: ©if agree with you)” <andjis¢thinkw bt) shonidamcross 
trade lines. For example, we had a few electricians working for us 
at one time, and we reciprocated the money to the electrical local. 
We have no qualms about doing that. 


Mr. Chairman: Again, Liters the money-following-the-man 
concept. 


Moe Warde That’ stright’. 


Mr. >Chairman: You know “it's his” money, - and \tolyconfiscate 
that money is unconscionable. 


Mr. *Ward: Thats right. 


Mr; Chairman: So I guess -it's»rae matters of «finding the 
proper mechanism to ensure that the man does receive, ultimately, 
the money in the pension benefit and probably even another vehicle 
to ensure that it could be locked in, such as a_ locked-in 
registered retirement savings plan whereby his benefit would 
accumulate. 


Mrs eiWardie 2 I ‘think; Mrs. “Chairman, @thatycrttihas: tos:bermsuch 
that there is no way around the money following the man, that 
there's no way of hiding behind a technicality where you say, "Our 
trust document says this" or "Our administrator says that" and 
"This is contrary to pamphlet such and such so that we don't have 
to do it." I think it should be crystal clear that it's the man's 
money and the only person who should be entitled to benefit from 
that money is the man. 
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Mr. Brandt: +«Mri.mChairman,..to pursue? this spointeaforsamust) a 
moment, I'm concerned about clearing up this whole area. But, in 
addition to that, if the committee strongly considers the question 
of this transfer of money, one of the things we're going to have to 
look at is what I would guess is a very substantial pool of money 
that could be sitting out there with various locals where the money 
has not been transferred already. 


In other words, we'll have to look at some kind of recovery 
period, because what do you do about the years, I would imagine in 
some instances, where money has been invested in a local where they 
have no real right to that particular money but, in fact, because 
they don't have a method of transferring the money through to the 
Man or to his local it's sitting there in some kind of fund and 
conceivably could be used for other purposes? 


Mr. Ward: It would depend on how loose their trust 
document was. Yes. 


Mr. Brandt: Yes. In your case you mentioned, if I read 
you correctly, that you used the interest on some of your money for 
a dental program. 


Mr. Ward: Yes. 


Mr. Brandt: Now, if there were money mixed in with yours 
that you had not transferred--I guess you're transferring all of 
your money, from what you're saying. 


Mr. Ward: Yes, we transfer it all. 


Mr. Brandt: But if another local had followed the same 
pattern and had used the interest on some of their deposited money 
Or invested money for another purpose, whatever it might be, it 
could be a very positive and a very valuable purpose such as a 
dental plan, but the fact of the matter is that they are using 
interest, or interest that's derived on deposits that don't really 
belong to them. 


Mr. Ward: That's right. 


Mr. Brandt: So it could be a very complicated matter, but 
I think we aS a committee have to look back at that recovery period 
in addition to trying to clear up the problem you are addressing. 


Mr. Ward: Yes. And I think one of the problems, too, is 
that human feelings come into it. For example, the second guy in 
this middie page is worth quite a bit of money. Because maybe 
Sudbury oandja Ie’ didn'targets alongs sothwellysandssiSudbuny didn't 
reciprocate any money down when he came, we could take the attitude 
and say: "He didn't do us any favours when he was here and we're 
not so keen on Sudbury today; so we're going to keep his money." 
Well, that's wrong because it's the man's money. 


Again, that's trying to get at the administrator or the 
business manager of that local through the man's money. That's 
wrong, but that happens in Ontario. We have other local unions that 
reciprocate to us but might not reciprocate to Toronto because 
Toronto is stealing from them and they are going to steal from 
Toronto. That's the philosophy. 


Jha 


Mreamcillies:..Sos it'siavery- subiective jon- ,the part of. the 
business administrators. 


Mm. Wardsc.Yesu. Infact ~wac..onesot-athe. last .meetings .we 
had with all of the Ontario business managers in the province of 
Ontario I told them that if they were going to continue to steal 
from us--and that's what we call it--then when we administered the 
one-cent-an-hour negotiating fund we were going to take the money 
from the one cent an hour and then they could take us to court for 
stealing from them. But we haven't done that yet. 


It's something we feel very strongly about. Ee feet: A ie 
understand how the other locals could have their heads buried in 
tne sand.on.it.. 1) don't understand it. 


Mr. Gillies: Have any of these instances actually ended 
up in a courtroom? 


Mr. Ward: No, not that I know of. We would be willing to 
try it. We're not hard to get along with. 


I have another set here, if you will give me a minute to go 
through it, which shows exactly some of the local unions that 
reciprocate back to us. Again, Mr. Chairman, if you would like, you 
could hand them out and have the applicable social insurance 
numbers drawn out, because, again, we took these directly from our 
files. It shows how the local unions have reciprocated to us and 
they have sent the whole shooting match to us. 


1l a.m. 


Mr. Chairman: We should block out the names and reproduce 
it so they show blank. 


Mr. Ward: As an example, one of the first ones is that we 
had money reciprocated to us from the Windsor local on a couple of 
members. They sent us $344.73 welfare and $211.26 pension. So they 
are reciprocating. There's no written reciprocal agreement. 


Pardon me. I said Windsor; it's Kitchener that is doing it. 
Windsor also reciprocates, but in this particular instance it's the 
Kitchener local that is reciprocating the moneys to the local 
unions. That happened in July 1981. 


Mr. Chairman: Is there any common method or 
standardization of record keeping in regard to the affairs of the 
locals? Are their books audited? I'm just wondering how some of 
these things might be handled. 


Mr. Ward: We're audited every year, and, of course, we 
file income tax forms, but we do it through what we call Local 537 
Funds Administrators Incorporated. We're ~incorporated, and we're 
self-administering. We have a girl in the office who administers 
the plan, collects the moneys. We chase delinquent employers or 
whatever. We find that it actually works better than farming it out 
to, say, Tully and Associates or somebody else, although I'm not 
saying Tully is doing anything wrong. 
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Especially in the hard-money times we're in now, with 
bankruptcies, things like that, with it being self-administered 
we're very on top of when people are going to go broke, and we've 
been very” successful’"in “getting mechanic" s* Liens in to "der our 
people's money. That's one of the advantages of being 
self-administered. 


As long as you file income tax and you're audited properly by 
a chartered accountant--of course, it comes before the standards 
branch of Ontario to be allowed to do it, anyway, so there's always 
the override. I imagine it's checked constantly, anyway. For 
example, as I said, when we wanted to use money we wrote the 
director--I think his name is Scott--to get permission to spend 
money. The trust documents are filed with the standards branch of 
Ontario also. ’So "there “is “a” certain amount. OL control, 1 wourd 
Chink. odo tc think “Chat "S "a proolem. =f don teknaw, 


Mr. Chairman: But where there's potential for the type of 
recrimination you have mentioned that works unfairness, we just 
wonder how that could be countenanced. 


Mr. Ward: One of the things that happens is that most of 
the people who use an administrator get to go to Hawaii once or 
twice and year and things like that. For example, we don't get out 
of town, because we're self-administering, and we, of course, 
aren't offered seminars on NOI. People who use administrators have 
a blowout twice a year here and there, but because we're 
self-administering we're not in that. That could be one of the 
reasons some of them use administrators, I guess. I have no idea. 


Mr. Chairman: Any further questions on that? 


Mr. -Haggerty: “If °Andy Nasn’t “got "any MOLeyest—auUste Wanted 
to aSk: Have you taken a look at the recommendations of this 
committee in its response to the Haley report on pensions? Have you 
given any consideration to the recommendation that the province 
enter into a pension scheme called the provincial universal 
retirement system? 


Mr. Wands, No, ft. haven’t. I'll. be. honest with “vou. 1 
haven't had the opportunity to read about it. 


Mr. Chairman: Further questions on this point? 


Mr. Ward: The second sheet is a remittance sheet that I 
would assume the administrator in Windsor uses. It has a list of 
members' names, the hours they have worked and the moneys they have 
reciprocated back to the’ local. There are figures there of $800 and 
$600. It Is “another Yocal’ union’ that™reciprocates to us; it' 14a 
Windsor local, and that is for members we had working in July 1981. 


Tnere’ 1s “another *one’* with “the “Windsor loca. ~ana’-it-*1s 
reciprocating, the total tunds “Co "the 1local- union. “tne runds sare 
reciprocated for the total number of members, $1,298.75 welfare and 
$2,779.50 pension. That ‘is another ‘good example “ofa” local 
reciprocating the way it should on the money-follow-the-man 
principle. 
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, _ Again, the third page is just a couple more members, and it 
LsqiS2od pension and $175 welfare, and that is the way 1ieshould 
work. It 1S the members' money. 


Muse ‘Mackenzie :y@il. gama justrinwonderming arktcmyou, peoplenshave 
talked to Wells Bentley at all on this matter recently. 


Mr. Wards, No. 


Mr. Mackenzie: I know he has requested a meeting with the 
IBEW people who work for us on the same general theme of money 
following the man, and he has been waiting for some time to have 
dialogue with some of the building trades people, because it has 
been a concern of his for some time. I think, apart from what we 
do, it would probably pay you to make arrangements to have a chat 
with him. I know he is trying to set it up now with the IBEW people. 


Mr. Ward: I myself would be happy to do anything we could 
to end up getting the Ontario group together and getting into-- 


Mr. Mackenzie: I suggest that you make a point of getting 
holdeorthimniftairhky quickly: 


Mr. Ward: Another part I have here is how we reciprocate 
money to the other local unions when we have members working in the 
area. Roughly, we receive the money on the fifteenth of the month. 
The girl posts the money and, if there are members from out of 
town, there is a notation made on the sheet with the member's name, 
and she just automatically, instead of putting the money into our 
bank account at Royal Trust, calculates the money up and refunds it 
to the local union he came from. 


In other words, if we get the money on the fifteenth, the 
money is mailed out to the local unions. The, first example, 1s. a 
member from Kitchener. The money came in to us, and he probably had 
the money back from his own local by the twentieth of the same 
month. We do it automatically. There are several examples of how we 
do it, and it just automatically happens.» As: I said before, we 
don't only apply it to welfare; we apply to it to vacation pay, 
pension, dues relief fund, any money that man cannot take advantage 
of because he is not a member of Local 537. We reciprocate the 
whole shooting match. 


Mr. Haggerty: When that statement is sent out, “is; there.a 
statement sent to the union member himself as well as the business 
agent yore gust hehe: one? 


Mr. Ward: I believe there are two sent out, one to him 
and one to the business agent. In fact, there are four sent out. 
There is one sent to the employer's association to let them know, 
and because Funds Administrators Incorporated isn't Local 537, they 
send Local 537 a copy also. 


—~.~ 
~~ 


ditseL OS 'a sms 


Mr. Chairman: So the employee is kept informed as to what 
his benefits are? 


18 


Mr. Ward: Yes. I think another bad theory of the people 
who don't reciprocate money is, if they don't tell the guy when he 
starts, to work,--the guy.,lands,) in »thesclocal i anton port ice sands they 
don't ytell. him he. 1s\ goings to-go forsavbath:, WwithaSlab0 an hour. sue 
goes to work, and the next thing you know, in our case, if the man 
doesn't have enough money in his welfare portion, we send him out a 
card, saying, "Unless you work so many hours, send us $80 or you 
are not going to be covered," to put it in plain language. 


If«che j/cdis).working® vin’ Toronto, whe adtomaticallive.thinks whic 
money iS being reciprocated, and it is not. Consequently, he could 
fall out of benefit which, if something happened, could leave him 
in one hell of a fix. That. is the problem. A lot of them go to work 
out of their. own area, and their money is held up, in the case of 
welfare, maybe four, five, or six months. The guy ends up being out 
of benefit, especially if you send a card to his home address and 
there is nobody home--if he is living somewhere in Oshawa--and he 
does not even know he is out of benefit. 


Mr. Riddell: Are we done with the specific examples? Is 
this what you wish to-- 


Mr. .Ward: Iw can getintheserv-printedtrort too,;'aso: yourn-cousd 
have, the \-Last group] «spoke fFabouts andd 1£eyow wants to,g6“througn 
them and ask questions, I will be happy to answer. 


In summing up, I simply say that (inaudible) contracts are 
negotiated on a package, for example, when we negotiate this year, 
when the employers say they are going to give us $6 an hour--I am 
Only kidding, but whatever they say--say we settle for $3 an hour, 
how we divvy up the $3 an hour is up to us. If we wanted to raise 
Our vacation pay from 10 per cent to 12 per cent, it would come out 
of that $3. If we wanted to raise our pension by another 25 cents, 
the 25-'centsswoulda comes out-of that® 


For’? example; youl will) see. 6 Motatronsiy inh A the ~weoblectave 
agreement. Our welfare went from 60 cents to 70 cents. We had to 
make a change during the contract two years ago because the 
benefits got so expensive. We had a very bad experience on weekly 
indemnity and long-term disability; so it was either slow the 
benefit down or go to the members and get another dime. We went to 
the members and got another dime. Where did the dime come from? It 
came out of the pay package. There iS no other place you are going 
toOweger, le. 


That is \one «of. the ..things, to.-keep }4ne Wind /etThewmoneyoeis 
negotiated in a package and it is usually up to the local unions 
how they divvy it up. The money belongs to the man. It is the man's 
money. It is on an hourly basis and, if the total package is $17 an 
hour, the man deserves $17 an hour; not $16 an hour. ‘That is° all I 
can Say. 


Mr. Mackenzie: Could you give us any idea as to why there 
has been resistance to the reciprocal agreements and why it is not 
something you have been able to negotiate internally? 


Mr. Ward: I don't know ‘how “to answer TthatAyiotier ethan 
that, if I was going to keep somebody's money, then I must 
obviously be gaining by keeping his money. I don't know whether-- 
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Mr. Mackenzie: I presume you have some sort of a council 


Or convention procedure, as most unions do. Has the issue been on 
the floor? 


Mr. Ward: It has been on the floor several times. One of 
the last times, it went to the Canadian council, and we ended up 
with a reciprocal agreement. But you had to have a bevy of lawyers 
tomread it and understand what) it -was all about; ‘it was ’such a 
complicated mess. It cost the Canadian council something like 
$16,000 to get the thing drafted up, and it was not worth the paper 
1t waS printed on. It was so complicated; there were so many 
strings attached that it was not worth it. 


However, there iS one presently trying to go through the 
Ontario conference but, again, one of the statements in there is 
that, “If the benefit is only 75° cents andsour benefit’ is) $l,.we 
are only going to give you 75 cents." One of the reasons they keep 
it is that they must get such a tremendous broad base, especially 
in pensions, of keeping people's money. For example, in Toronto 
nere, they are going to get Harbourfront going, and the estimate is 
for something like 600 sheet metal workers from out of town down 
theres “ifacyouogets ‘600; peophe wivingigyous$12025s ambhnourscon 637.5 
hours, you are talking a tremendous amount of money. 


Obviously, if you kept in your pension plan, maybe you could 
lower the retirement age, or maybe you could put more money in for 
retirement for the members who are in the clique. If you are in the 
group, you are great. If you are outside the group, too bad. Maybe 
that is why they keep it, I imagine: to broaden their base on what 
they can pay out. 


Mr. Mackenzie: Does the resistance seem to be basically 
from three or four locals? 


Mr. Ward: Yes. In our experience, it iS mainly two, 
Toronto and Sudbury. That is where we have had our problems. 


Mr. Riddell: I was going to ask, apart from the specific 
area of reciprocity you people have zeroed in on, and an area I 
think most members on this committee, if not all, agree has to be 
corrected, you to share your views with us on pension reform in 
general, understanding, of course, that this committee has been 
given the responsibility of making recommendations as to how we 
might come up with a better pension scheme. 


The alternatives are to enrich the Canada pension plan, to 
mandate a provincial pension program or to offer tax incentives to 
companies to implement their own private pension schemes. Have you 
people given any thought to this at all, and could you share your 
views with us? 


Mr. Ward: Again, I don't really know how to answer that 
other than—probably to simply say we laboured in the wilderness of 
not having a pension for quite a few years. We ran several pensions 
at the members and they finally accepted this one in May of last 
year. But there seems to be a lot of misunderstanding about 
pensions. I think a lot of the general public do not understand 
pensions. They do not understand their rights under the Pension 
Benefits Act. 
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A lot of people are hung up on vesting. Although there is 
legislation on vesting, it is not necessarily always followed 
through. I think the years on vesting should be down myself, away 
down. If people realized they have to vest somebody and carry that 
man, they might incorporate his pension with another pension he 
could have somewhere else. 


Just) talkingocofii fehermstop?iofiamy (heads telbachinkgethe Soeneral 
public isn't aware of how good or how bad a pension can be. I think 
a lot has to be done to get the public aware of the value of the 
pension. 


You mention the Canada pension. Good news travels slowly. Bad 
news travels. swiftly. If you asked the people on the street about 
Canada pension, possibly people of my age, they would probably say, 
"By the time I retire, the Canada pension plan is going to be 
broke," because that's basically the philosophy they read in the 
newspapers or hear from the television. 


I think people fear, in regard to pensions, that ina lot of 
cases you just put money into something and get nothing out. There 
is a lot hidden about pensions that people don't know about or they 
are afraid of. I think the language should be simple. It should be 
so Simple a 12-year-old child could understand it. I don't think 
the pension language should be as complicated as it is today. I 
think a lot of people don't understand pensions. 


Mr. Riddell: You are probably aware of the 
recommendations we made in our interim report, one of which was 
vesting in five years, with the eventual phasing in of three-year 
vesting if not down to immediate vesting. 


You indicated you have a pension plan now, and I trust you 
are fairly well satisfied with it. Would you like to see that 
pension plan continued rather than, say, having the government 
mandate a pension plan that will then, as I understand it, 
Supersede any other kind of pension plan in effect now? 


Mr. Ward: If the government mandated a better pension, 
then I would automatically go for the better pension. In our 
particular instance, we are in the crawl stage right now as far as 
pensions are concerned. Again, with our system of vacation pay, we 
collect a vacation pay and it is in a trust fund and there are a 
couple of draws a year on it. However, the money generates money 
and possibly in a couple of years, once we get our pension going 
again, we can roll the money to broaden our base by interest from 
vacation pay rather than from keeping people's pension money. I 
guess that is how other people are doing it, but again I don't 
Know. It would depend on the government proposal on a pension. 
Maybe the government can propose a pension that could enhance any 
particular pension schemes that are on the market now. 


Lie Oeics 


Mr. Riddell: What would the members of your local think 
if they were told that the Canada pension plan benefits were going 
to be doubled but that it might well be that they would be looking 
at avl5S per cent/ to ls per) cent. contribution? Howkdo svou. thinks your 
members would accept that? 


od 


Mr. Ward: Other than maybe taking a shot at the 
government that proposed doing that--again, you are asking me 
something that I will try to answer the best I can. If they were 


going Poegetl ua petter, benerr trom .yit, Lido hoc cirune cicy, would 
Mincwvaving1t. 


ifDlecanjyewandek rar bie sethehconstruction: industry is killing 
the Unemployment Insurance Commission--well, the unions have been 
ruining the country for so many years it does not matter anyway. 
But if the people who are using UIC--probably not now but back a 
few years ago--are the majority of people in construction, then the 
construction workers should pay more UIC. If they are the ones who 
are uSing the benefit, then why shouldn't they get more benefit? 


I think the same could apply to the Canada pension. If you 
were going to double the premium and they were going to get double 
the benefit, why would they want to scream, other than the fact 
that they might want to take a shot at the government, saying, 
"Phere RLS .a/governmentsthateput .morexscontrolswon this porethat. one 
myself, if I could collect the pension and get a better Canada 
pension, would not mind paying double contributions. 


One) ofesithese big w:bugaboosanof, ihe sstelcosstrike==7oOun kane 
probably all well aware of the Stelco strike--was the control of 
their pension money. They have no control over their pension money. 
Their pension is hinged on other pensions that have a ceiling of 
$800, say--I don't know the exact figure--so it leaves very little 
incentive for them to get into the Canada pension, because then 
they would be allowed to earn only so much; I understand the 
cerling wwenteup ‘toii$l;,'600;, which is noetia ghetiof aalos, obemoney 
any more. 


Mr. Haggerty: They are not permitted to stack. 


Mraee Wards, Thats ~.right-<-and...thatts wrong..cIf .~you are 
permitted to stack and you pay income tax on the money over what is 
allowed, what's wrong with that? 


If 2 could get this other set made.up, the one where. you 


(inaudible), that would give you basically what I have. In the case 
of Mark English, and he will probably be happy to tell you, he is 


in the pension wilderness by the fact that he does not have a 
pension but he pretty well loses his money when he works everywhere. 


Mr.ce.ChaLcmaneneaMl. «CEng ULSh . a VOUNeaLeomWurths CLOCHIag BO 2s.. 06 
ehatecorrect?: 


Mr. English: That's right. 


Mr. Chairman: So you have a little different problem that 
you want to set out. 


Mr. English: Yes. We don't have the pension; so we don't 
have any problem in getting the money sent back--it just doesn't 
come. If you talk to the local, they say, "We can't give you the 
money. That money is earmarked for pensions; so we eantt—give it 
back to you unless you have a pension." 
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Mr. Chairman: But you contribute. 


Mr. English: * Certarily. “tr you "p0InNt “oul CO. PeOp le. scat 
this’ 18° a*-part “ot “this guy's” pay” package,, that He earinea. time 
money, they say: "No. That's not his money. That's money between 
the local union and the pension." So the guy just does not get it. 


I really believe the money should follow the guy. I know what 
1t is like to work somewhere, travelling; you have to go to another 
city and you have to pay board. If you go to Peterborough, where I 
believe the total pay package is the third highest in Ontario, or 
another area that has a nigher pay package, you end up with less 
money to take home because you are paying board. I have guys who 
are on unemployment right now who won't travel to go to work 
because: *there™1s "$37" or" $40"%a week right Yoff™the™top 'that™ is) going 
nowhere; it iS going down the tubes. 


Mi Haggerty: So “whateeyOuUr rare “actuarly -*sayingwets secneaG 
this province-wide bargaining is no good at all? 


Mie ENG ie Sire ie as td Stu 


Mr. Ward: That's another story. 


Mr. English: The other thing on pensions: We hope to get 
into a pension--we are working on it now--but it is very hard to 
convince people about pensions. A guy on the scaffold just does not 
understand what it is all about. If you bring somebody into your 
membership to talk about a pension, he talks about things that the 
guy” doesn" t "understand. If” you “Get another” guy “in, ne =celrs a 
different story. 


Mr. Chairman: Where do these guys come from? 


Mr. English: Insurance companies and what have you. I 
Know very little about a pension. I don't know enough about a 
pension to set one up without some advice from someone. After 
having talked to many people, I don't know which one of them I 
Should take advice from. 


cP Sth the pension thing really needs overhauling, 
especially “in "the “construction end” ‘of® it)” -because* "we have -an 
industry here, more so in the nonskilled trades than in ours, where 
we have many people coming and going; they stay six months, a year 
Or two years. Tney pay into a pension, but they will never collect 
LrOM’ thay pensvon. Really, Tedonr t tink cits ts rignte 


If a guy pays into a pension, somewhere down the road he 
Should get some return from the first payment he makes into that 
pension. If it takes government legislation or a government pension 
to make it, then I guess it's easier to change the government than 


it is to get the money out of a trust company or an insurance 
company. 


Moeevade Ole > Mr “Chatrmane —. “WOUGer pt. a) COUrOurOC tlie 
gentleman's comments on how he would view the PURS proposal. Would 
he support that in the light of his pension experience? 
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Mr. English: The Canada pension, for instance? 


Mifess Voll, HOCMes” NOws Mavyoc .VOUn are .nQUsstami Liar owith the 
proposal-- 


| MPiesenglich: = NO, loaM nots «lesa otal’. yee OnGtant a Gll mrlict. 
I just found out yesterday about this meeting. 


. Misst—VallsHOCNGSs iit zlSssnGt  iar.tain. question; then. «a-| «wonder 
if the other gentleman-- 


Mr. Ward: Which proposal? 
Mr. Van Horne: PURS, the universal retirement scheme. 


Mrs Wards +-Againy, «ss Cangsonlyassum sup, whatieel «Know about 
things that are done by the government. If the government, be it 
the provincial government or the federal government--I would sooner 
it be the provincial government, because I live in Ontario--if the 
provincial government were to come up with ways that would 
guarantee pensions; if the provincial government were to come up 
with ways to guarantee health and welfare as well as we do; if the 
provincial government were to come up with ways of protecting 
vacation pay as well as we do on our own, then we could get out of 
the administrative business of pensions, welfare and vacation pay 
and get down to the true function we were originally on for, and 
that iS to organize the unorganized. 


Basically, as the business manager of Local 537, I am not 
that any more; I am the administrator of funds. I chase liens. I 
Chase late contractors for vacation pay. I chase the Workmen's 
Compensation Board. I'm a chaser. 


Mr. Haggerty: You are a gofer. 


Minte WarGsurchatt Sabet POl.t mrdeMe ae JOLET am WetncGe NOt es Os LUC 
things for which we are here. We are probably more business than 
business is business, instead of being a union. We are into 
administration so deep that if we get another leaf of 
administration on our eyes we are going to drown. 


Another example: With our vacation pay, our welfare and stuff 
like that, and being self-administrative, we would send a 
requisition up to Royal Trust. Royal Trust would say, "Fine, we 
will write the cheque." Or if a guy were going on vacation, we 
would requisition his vacation pay and he would get a cheque from 
Royal Trust. Royal Trust simply said to us: "Well, if the cheque is 
50centcea=time’,, now 1t 15) 901ng, tobe =olea Lime. I Sata: “fiat 15 
excessive; we'll do it ourselves." Consequently, we ended up doing 
more again. This is what is happening to us. 


If the government could come up with good schemes that would 
give us the protection that we do through collective bargaining and 
by self-administration, I would be all in favour of it, because 
then we could get away from it. We have wandered from what our 
original purpose was. 


Mr. Chairman: I gather, Mr. Ward, there is some 
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scepticism. }onr*yourbGparts @YourrindiCcatea™ On” Chemepateece  /OUr 
membership as to whether they will ever get a pension. Do you feel 
that maybe you could do the job a little better yourself rather 
than leaving it up to somebody else to look after your membership? 


Le esUeae il. 


Mr.coWards< (Probably ithe)yreason’ we’ coulde doy it} @aiolittie 
better or why it seems we could do it a little better is that we 
are there. We know the group. We know basically what they will 
accept and what they will not accept. Maybe that is why we could do 
it better; I do not know. 


I do not know if the government got together and there was a 
Super effort, whether we could do it better. Maybe the government 
could do it better. For example, the government probably has a heck 
of a lot more things to do than worry about benefits or protection. 
Again, with us it is a full-time deal because we are there. That is 
the only reason. I think the only reason that we could do it better 
is that we are there. That is basically what I think it would be. 


Mery “Chavrmanrs =Mr; English, you have stated that you 
contribute but you do not collect. Have you any suggestions to make 
that would address your problem? 


MrorEngirshs *Well "whats Towould), Tike to “find "out yisg hows 1 
can either collect down the road as a pension or get back the money 
that I am putting in now. This is what I would like to know. I hope 
I am going to have a pension, but what about the money that the 
guys paid last year and the year before right back until when they 
first came in? 


When you bring the guy from a trust company or wherever, who 
is trying to sell the pension, he gets up and tells the guys about 
the tax shelters and the dodges. I think this is something that 
government should do and we should all do because pensions are a 
necessity. They should not be used as a dodge or anything else. 
They are a necessity in our society and I think that it is really 
important that the people understand this. When the average guy on 
the scaffold gets talking to the guy who thinks he is a good tax 
man, everybody has their own idea about how they are going to save 
us some taxes. 


More important than the pension to some is how they are going 
to dodge around tax. Every day our country becomes more and more 
something that lives on dodges rather than on straight tax. I 
really think in this construction industry, we need a pension. 


Mr. Haggerty: Sounds like Mr. English is not. opposed to 
the MacEachen budget. 


Mr. English: You need a pension everybody who works in 
the industry can participate in, not because somebody likes them or 
does not like them. If he works at it for a couple of years and he 
finds his health will not allow him to work outside, it is when he 
has gone down the tubes that he can take it and go somewhere else. 


Mr. Chairman: "Mr. Haggerty, L™ do: not eschanhecnateny OU Cal 


Pads) 


drawesthe o-conclusion icthati*#MepeecEnglishesis notil opposed Tto the 
MacEachen budget. What he is saying is that by the time they get 
involved in playing all kinds of games, they forget the object of 
the exercise, which is to make sure you have a pension. There are 
no people who are skilled in the art of plain talk to speak clearly 
to the membership so they understand what it is all about. 


Mr. English: I do not understand what is in most pension 
documents. I think I am a fairly average construction worker, but 
1t seems to me every time you get talking about pensions some guy 
Stands up and says, "Well, my neighbour down the street can get me 
a lot better deal than that." 


Mr. Chairman: How big is your membership? 


Mr. English: Ours is a very small membership; about 70 to 
75 people. 


Mr+*-Chairmdans:°'But’ they are *all©Srm =‘the* same*yboat™-where 
they contribute but do not-- 


Mr. English: .Many of =them,,have,iRRSPS and.,they, put the 
maximum they can put in there. They do not want to become involved 
in pensions. It's a waste of money. 


Mr. “Haggéerty.:) -But’ ‘surely “there, Gis” an” ‘obligation /ofi,‘the 
other unions to protect that person's pension regardless of what 
local he is in. 


Mr. English: Oh, I think so. 


Mr. Haggerty: I find this rather difficult to swallow, 
that there would be still that feeling of--you call it brothers, 
but the terminology, and I have gone through it too, ended up 
calling them blood brothers. They .just,do not seem to want to 
co-operate. One is more powerful than the other and they do not 
want to lose that distinction. 


Mere (Ward:” I think “I use Tay better “word. I usually “call 
them thieves. 


Mr. #lubagger tye). b9 sthought unions today would be _ looking 
more for the general welfare of its membership rather than trying 
to take something from somebody to feather their nest a little bit 
better. I am surprised that it still continues that way today. 


Mr. Ward: I heard somebody say provincial bargaining was 
not working, which is again wandering, but if I can wander on some 
parts of provincial bargaining possibly I can get into bankruptcies 
and receiverships. 


Tf VouckthinkWotmeit, Shere) ares: moughiyans7000misheetse metal 
workers in Ontario and they basically have benefit plans amounting 
to $3 an hour, which would include vacation pay, pension and 
welfare. When a company goes broke or if you look on that amount of 
money on 5,000 people who work 1,800 hours in the average year, you 
are looking at roughly $27 million being generated in that year for 
that number of people. It is not small potatoes any more. It is a 
lot of bread. 
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I think there should be some kind of blanket coverage for 
these people when they do go broke so that this money is there. We 
went through quite a few liens recently. In fact, I think we did 
something that you are not supposed to do; we put a lien on the 
Toronto International Airport--Wardair. Everybody told us we could 
not lien federal lands, but we sure got reaction out of a 17-cent 
stamp on a letter. We did get our money. We are one of the few 
people who did get our money out of the contractor who went broke 
at the Wardair hangar. One of the reasons we did get the money is 
that we are self-administered. 


The money comes to us on the fifteenth of the month; it does 
not go to some administrator. Again, that removes a problem. Then 
by the time he works up a delinguency list, most local unions have 
gone past the lien time, unless they know something about the 
directors and stuff like that. Tney know if they get an arbitration 
award within six months they can sue the directors personally. 
There is a tremendous amount of money that is written off by a lot 
of these plans. Maybe that is why they do not reciprocate pension 
money. Maybe they make up their shortfall somewhere. I am only 
making suggestions about what happens. 


There is something else that should be looked at. When you 
talk of $3 an hour that is on the line for each guy and there is 
basically a six-week administration period for that money to come 
in, in a lot of cases when people go bankrupt a guy gets beat for a 
considerable amount of money, especially when the banks reach back 
in and drag cheques that have supposedly cleared the bank. They 
reach back a couple of months and do not pay their welfare, 
vacation or pension money for people. That is something in 
provincial bargaining that I would like to see negotiated in the 
collective agreement so that the employers or the unions jointly 
may come up with some kind of overall bonding for companies that go 
bankrupt. There has to be a way of protecting ourselves. 


Mr. Chairman: Do you feel then that some of this money 
that should be pension money is being used to cover losses because 
someone missed a time period for a lien or whatever? 


Mr. Ward: -I am not saying that’ is what"s happening. It<as 
only a suggestion that possibly that is where they are using some 
of the money they do not reciprocate to make up shortfalls. 


Mr. Mackenzie: I am just wondering when you are talking 
about the fact that pension should be a necessity--comments you 
were making a little earlier--do the sheet metal workers have any 
position at all on the public pension plans and the improvement of 
CPP and OAS? I realize you are in dispute with the CLC and the feds 
at the moment. 


Both the CLC and the feds have come out very strongly for 
Sizeable improvements in the Canada pension plan. I was also 
interested in finding that this position was supported by the IBEW 
people who were before us, although they were also concerned with 
their own money being borrowed on that principle. Has there ever 
been any position taken by the sheet metal workers in terms of 
whether you should be improving the public pension plan? 


zy 
ae Ee ae he 


Mr. Ward: To my knowledge I do not think the sheet metal 
WOLReL Seale ~On record mol epcing, liravour or Opposed... If. 1 could 
generalize and speak for the group, I think they would be in favour 
of enhancing the Canada pension plan; I do not see why they would 
not be. But, then again, I do not see why they do not reciprocate. 


Mr. Mackenzie: But, as far as you know, there is no 
Orelecra tl Position. | 


Mr. Ward: No, there iS not at this time. 


Mr. Brandt: In a case where a retired worker from your 
local were to come back to you as a true hardship case, do you have 
any mechanism for dealing with that kind of an individual? Perhaps 
he was employed in your trade at a time when the pension benefits 
were not deducted. What do you say to a man like that? 


Mr. Ward: We are new on the pension scene. The only way I 
Can answer that question is to give you an example. I stated that 
Our first” year iS going tomebuy. an annuity. for everybody ln the 
local, regardless of his age, with a contribution of $1,050. We 
presently have, I think, six or seven members on long-term 
disability. The funds are going to pay their $1,050, so that they 
will have the annuity. In future years, if we had somebody on 
pension and there was hardship, again I can only say that money 
generates money; and we do generate money with the vacation pay and 
the welfare. 


There is another thing: I just about forgot how strongly we 
feel that the money belongs to the man. In most welfare funds, if 
you deal in the welfare funds, when a person pays over a set amount 
of bank hours--ours works on six months' bank hours--a guy roughly 
has, say, $600 in his individual account. The money usually is 
slushed into a general reserve. We refund the money back to the 
member at Christmastime. I think this last Christmas .we -roughly 
refunded back about $90,000 to the members. 


Mr. Brandt: What does that work out to, per member? 


Mr. Ward: The way we have it now is that a man has six 
months in reserve. Once he reaches that total of six months--and at 
times it takes quite a while to reach it; if a man takes successive 
holidays, or is unemployed, he may never reach it; in fact, I have 
not reached it, so I have never received a refund--but once he 
reaches that maximum reserve, any moneys over and above that are 
refunded to him. By the way, in case there are any federal people 
here, we also issue a T4-A slip, because he has to pay tax on that 
money. 


Mr. Chairman: Are there any further questions? 


Mr. English> I would like to add something about our 
welfare portion. Once a guy reaches a maximum amount of money which 
will give him a year's coverage, if he has a spillover, we put : Be 
into an RRSP. It is registered, but it is not reciprocal to a 
pension plan. We thought at first that would work, but it does not 
Work. 
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Mr. Ward: Just about the question on provincial 
bargaining, and I know I am wandering: The member who raised the 
question, does he feel it is not working? 


Mr. Haggerty: I mentioned the Liberal labour task force 
that went across the province about two years ago. We got into the 
Thunder Bay area, Windsor and other places; I think Sudbury was one 
of them. The impressions I got at the time was that it was only 
geared for the Toronto locals; that the people in northwestern and 
northeastern Ontario knew nothing about it at the time. 


Tney were very disappointed that they were not better 
informed about it. They felt that what the Toronto local says is 
for their benefit and they could not care less about the rest of 
them out there. From what you tell me today they seem to have been 
pretty well right von. “It is thesold saying, "Toronto, 1s; Hogtown... 


ME. Ward: One of the problems that happens with 
provincial bargaining is that local contractors lose touch with the 
local union and vice versa. I think that is bad. 


Mr. Chairman: Mr. Ward, do you agree with Mr. Haggerty's 
comments about province-wide bargaining? 


Mr. Ward: The problem with uS--and again this is only my 
personal opinion on Toronto--is that in our case the rest of the 
local -tnions “in = Ontario- “are. Looking, @for .-Toronto..to =leéad ~e and 
Toronto is not leading. That is one of the problems with us. 


Mr. Haggerty: Particularly in the Thunder Bay area, they 
thought setting up regions would be better, breaking it down 
instead of having it across the province. For example, the Hamilton 
region would take in the Niagara district; London would take in 
Sarnia. Broken up that way, it would be a lot better for them and 
they would be better informed. 


Mr. Ward: Reflecting back to the time before provincial 
bargaining, most of them went in there with their eyes wide open. I 
don't think they have met the expectations they thought they would 
get out of it. For example, with us, we were the only local that 
voted against provincial bargaining as far as the sheet metal 
workers were concerned. Our main thing is that if we end up with a 
dispute, regardless of what kind, the local group we used to deal 
with runs and hides behind the provincial group. 


Mr. Haggerty: Another problem brought to our attention 
was related to the carpenters who, in construction, would also be 
rodmen up in northern Ontario. Apparently, it would be more 
economical for the construction industry to be more competitive in 
that area. They could override certain areas. When the carpenters' 
work was done they could be rodmen. It would be more economical to 
go that way, but in province-wide bargaining you have to have that. 


It may work well down in the southern part of Ontario, around 
Toronto, but up there it just causes more problems and more 
unemployment. They are bringing people from southern Ontario to go 
up there and do the job when there are men up there who can do it. 
They are more diversified in the trades up there. 
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) Mint Ward: “One “of the wother problems toowis that chere is 
a main body of the agreement and there is a local appendage which 
applies to a local area. If you have something in your area that 
you think needs to be corrected, you have to convince the rest of 
the provincial group this is something you need. If you don't do 
that, they just throw your proposal to the wind and you are left 
Spinning. That is one of the bad parts about it. 


Fortunately, we have some clauses in our appendage that could 
in turn be incorporated in the provincial group. There are several 
examples of things that have happened here in negotiations that 
people were not made aware of. One example is sheeting and decking 
in the Hamilton area, because of Robertson Buildings Systems being 
one of the pioneers in it, and Westeel-Rosco when it was Rosco. A 
lot of the sheeting eventually was done out of Hamilton. We ended 
up with a certain group of members who were not necessarily 
journeymen sheetmetal workers. They were what we would call 
Sheeters and deckers. They had a clause in their agreement that we 
got rid of through years of negotiations. We got rid of the act of 
God clause and inclement weather and all this thing. If you wanted 
a guy to show up, you had to pay him two hours' pay whether it was 
rain, snow or what. Now it is three hours, but there is the old act 
of God thing back in there. There is language in there like "where 
it is beyond the employer's control." 


Consequently, now the showup time is out the window. That was 
never mentioned at a meeting in Hamilton when the proposals were 
muooosea. sAnother, bad «thing: tis) that, Co sstne. . last se set:m Or 
negotiations for the province, other locals were not even there. 
There were not as popular as they should be among their own peers; 
so they did not get elected to the negotiating committee. If you 
were not there to PYA, you lost it. That is basically what happened 
to us. 


Mr. Haggerty: That was one of the areas that was 
mentioned in northwestern Ontario, in the Thunder Bay area; the 
cost of bringing somebody down here to find out what it was. By 
that time they were not aware they were bargaining down here. So 
there wasS poor communications all the way around. 


Mr. Ward: The voting structure is bad too. The voting 
structure of Toronto, for example, was to woo Hamilton. We could 
outvote the rest of the province. 


Mr. English: Toronto and my local COULG cOmtLna Ct. 


Mr. Ward: Toronto and his local with another 80 members 
could outvote the whole province. They could offer Hamilton nothing 
and Toronto $3 and Toronto could carry the contract. 


Mr. Chairman: Further comments anybody? Thank you very 
much, gentlemen... It has been very instructive. We have spent a very 
worthwhile morning with you and you can rest assured we will take 
your comments into consideration in coming up with our review and 
recommendations. 


Mr. Ward: Thank you for the opportunity to speak, and if 
I can be of any further help at all, I will be happy to return; or 
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if there is anything you need that pertains to reciprocity, I will 
be more than happy to come again or mail you whatever you need. 
Thank you very much. 


Mr. Chairman: That concludes the delegations for today. 
This afternoon we will be dealing with some material that has been 
put together for discussion and the committee can get on with that 
Gt. ZO LOrks 


The committee recessed at 11:51 a.m. 
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The comutttee met at.<W0eclrZ acm.cin room Now Lol. 
AUTOMOTIVE PARTS MANUFACTURERS' ASSOCIATION OF CANADA 


Mr. Chairman: Gentlemen you should now have in = your 
binders exhibit 186, dated January 26, 1982, from the Institute of 
Chartered Accountants of Ontario, 69 Bloor Street East, Toronto. 


Exhibit 187 is a supplementary submission, dated January 
1982, from the Social Planning Council of Metropolitan Toronto, 185 
Bloor Street East, Toronto. 


Exhibit: ?188>“cdated * November = 235" 19817*%"from “the ~ Financial 
Executives Institute Canada, is entitled Social Security in Canada. 


Exhibit 189," a submission’ “from. K. Hs. -Smith;“*president “of 
Financial Executives Institute Canada, and C. G. White, chairman, 
employee benefits committee, is entitled Report on FEIC Visits to 
10 Provincial Capitals. 


Exhibit 190, by the committee research officer, is a summary 
of presentations of January 25, 1982, and is dated January 26, 1982. 


Exhibit 191, from the Sheet Metal Workers International 
Association, Local 5375 contains background information-- 
correspondence dated October 19, 1981, from J. A. Donnelly, 
financial secretary, Local 30, and December 4, 1980, from Mrs. J. 
Payne, administrator, Local 30. 


Exhibit 192 is from the Sheet Metal Workers International 
Association, Local 537, and contains background information and 
statements regarding sheet metal workers' pension welfare payments. 


Exhibit 193, by the committee research officer, is background 
information entitled The UA Social Security System. 


Exhibit 194, from the Canadian Security Industry Pension 
Committee, is a submission dated January 27, 1982, from Diane 
Urquhart, secretary, Canadian Securities Industry Pension Reform 
Committee. 


Exhibit 195, Mu-Cana Investment Counselling Limited, is a 
Submission from D. G. M. Coxe, executive vice-president and 
secretary-treasurer. 


Mr. Williams: Mr. Chairman, there is one exhibit there 
referring to the social security system. Is that the US system? 


Mr. Chairman: It should be USA, yes. That is exhibit 193. 
I said UA and we left the S out. 


Mr. Will Panes Sin othenewords,. St wWeethe American. social 
security system. 
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Mr. Chairman: Yes, the United States of America. 


We have with us this morning the Automotive Parts 
Manufacturers' Association of Canada. It is represented by Patrick 
J. Lavelle, president, Dennis DesRosiers, director of research, and 
Kenneth Meserve, technical adviser and industrial relations 
officer. They have brought with them a statement which has just 
been distributed to you and which will be entered as an exhibit in 
Our proceedings. Gentlemen, we are in your hands. 


Mr. Lavelle: Thank you very much, Mr. Chairman. My name 
is Patrick Lavelle, and I am the president of the association. Our 
statement will be made by Mr. Meserve. 


I thought I would just introduce the association for a minute 
before we get on to the statement by telling you that the 
Automotive Parts Manufacturers’ Association is an organization 
which represents 300 independent parts manufacturing companies. 
Many are located in Ontario, but they are also located in other 
parts of Canada, such as in Quebec, British Columbia and Manitoba. 


We are independent parts manufacturers as opposed to being 
Subsidiaries of the vehicle manufacturers for General Motors or 
Chrysler. The bulk of our membership, 60 per cent in numbers, is 
made up of Canadian-owned companies as opposed to being 
subsidiaries of multinational companies operating in Canada, 
although we have a large representation from that industry as well. 


I would also make reference to the fact that we have 
distributed for members of the committee a series of charts and 
graphs. They really do not relate specifically to the situation we 
are discussing here this morning, but more generally refer to the 
economic situation in which the industry is currently involved 
which has some effect on the kinds of comments and presentation we 
would make this morning relative to social security and social 
insurance benefits and the ability of the industry to contemplate 
serious changes in the present competitive situation vis-a-vis the 
United States or other trading partners with whom we have to deal. 


The automotive parts industry in Canada and particularly in 
Ontario at the present time is very much in a crisis position. As 
you can see from some of the figures in the graphs, the 
unemployment level in the auto parts industry in Ontario today is 
at about 38 per cent, 21 per cent of that being temporary layoffs 
and 17 per cent being structural layoffs which are jobs that may 
not be recovered in the return to economic good times that we are 
anticipating hopefully by the middle of this current year. 


We are also having difficulties with the fact that imports of 
Japanese cars have taken a very large share of the Canadian market 
which causes problems for us. If we are going to retain or indeed 
regain our competitive position, all efforts have to be made to 
keep costs in line; indeed, costs must be reduced over the next few 
months. 


Having said that, we are perfectly capable and would be 
willing to answer any questions on that specific side. Those charts 
are provided for your information, and undoubtedly we will be 
discussing these matters with members of the Legislature on other 
occasions. 


LOi20% 2a 


Mr. Williams: You appear to have specifically omitted 
reference to certain automobile manufacturing companies. You 
mentioned you made parts for General Motors and for Chrysler. You 
did not mention Ford or American Motors. 


Mr. Lavelle: I omitted them by accident. We do make parts 
for Ford, General Motors, Chrysler, American Motors-- 


Mr. Williams: I assumed that to be the case unless I had 
missed something on the way through. 


Mr. Lavelle: No. No discrimination whatsoever. 
Mr. Williams: Okay. 


Mr. Lavelle: We do not represent vehicle companies 
themselves. We represent the independent parts companies. 


Mr. Williams: But they purchase from-- 


Mr. Lavelle: They purchase parts--not enough, but they do 
purchase. 


I would like now to call on Mr. Ken Meserve, on my immediate 
left, who is a consultant to the Automotive Parts Manufacturers' 
Association on the matter that we are discussing this morning. Mr. 
Meserve has a long period of experience in the automotive parts 
industry in Canada, and I would turn it over to him now. 


Mr. Meserve: Thank you very much, Pat. I think that what 
I would like to do is just read through the three pages of 
presentation and, if there are any questions that may come up or a 
I ad lib on occasion, you will understand. 


To repeat, the APMA is a national organization with the 
majority of its members and employees located “in Ontario,» with 
significant representation in Quebec and western Canada: member 
companies, 300; employees represented in 1979, 63,000. As of 
December 31, 1981, when we made our last survey of the employment 
situation, we discovered that we now represent only 39,000 
employees and that 17 per cent in this period of time have lost 
their jobs through plant closures and 21 per cent are now on 
indefinite or temporary lay off. In the future the employment 
Situation is likely to worsen, and we refer to the attached 
documents that we have given you. 


The cumulative effects of new social initiatives and 
expansion of existing plans by government adversely affect our 
ability to survive in a competitive world and provide jobs. It must 
be emphasized that our industry is truly global in nature and 
subject to competitive pressures. 


If government require employers to make costly changes in 
public programs, of which pensions are only one element, we will be 
less able to satisfy government, society and employee aspirations 
for improvements in the total compensation package. 
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Some of the areas where Canada, and in particular Ontario, 
lead the world in social legislation are workers' compensation (I 
have been a member and a director of the Industrial Accident 
Prevention Association for 14 years; so I have some knowledge of 
world affairs in terms of workers' compensation and Ontario ranks 
among the best), unemployment insurance (and again Canada ranks in 
the world as a provider of unemployment insurance), occupational 
health and safety, equal pay for work of equal value, affirmative 
action, retirement income through CPP/QPP, OAS, GIS, Gains and 
RRSPs--which leads us into our concerns related to the 
recommendation in pension legislation in Ontario. 


The typical auto worker employed by a member of our 
association has a pension, usually negotiated, with post-retirement 
increases. The pension plans provided by members of our association 
to their employees are benefit based plans, as opposed to money 
purchase plans. Therefore, we are not concerned particularly about 
the recommendations that will introduce unisex tables because it 
will not affect our members, changes in mandatory retirement age or 
requiring survivor benefits. Again, all of our plans have survivor 
benefits of various kinds, but few are at the 60 per cent level 
that is recommended. These issues are of concern to employees 
covered under money purchase plans, that is, the unisex tables, 
changes in mandatory retirement, et cetera. 


Our concerns are related to recommendations which will 
dramatically increase our cost of doing business with no benefit to 
either the employer or the employee. They are vesting, portability 
and indexing. 


Vesting is closely related to portability. The commission's 
recommendation is to reduce vesting from 10 years to five years. 
Since we have 38 per cent of our members' employees laid off, a 
large majority of our current employees are vested at the 10-year 
level. I can speak from personal experience in terms of companies 
with which I am familiar that those laid off have 15 or 16 years of 
service. To reduce this vesting period at this time would require a 
change in our actuarial assumptions and therefore a cost increase 
without benefit to either our member companies or their employees. 
However, we state we are prepared in a longer-term frame to reduce 
the vesting period. 


Our American competitors are vested after 15 years, and 
benefit improvements may be costed over 40 years into the future, 
while in Canada, for new benefits, this period is only 15 years. We 
would be supportive of giving the employee the option of 
transferring the value of his or her vested rights into a 
registered retirement savings plan, but such amounts should not be 
available to the former employee until retirement. 


Our position on indexing is that it's not affordable. We 
should not be seeking a method of indexing pensions in the public 
sector or private sector and, as we stated earlier, the typical 
auto worker in our industry has a pension usually negotiated with 
post-retirement increase but not indexed. Rather, we would propose 
that indexing in the public sector be discontinued. 


We have not addressed ourselves to the 163 recommendations 
that you people are faced with in terms of interpretation because 
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many of them are not of direct consequence to our membership. We 
have addressed those things that we feel adversely affect the 
competitive position we have among our membership within the global 
community we are working in. 


Mr. Williams: You make the comparison on page three with 
your American competitors, who are vested after 15 years and 
benefit improvements may be costed over 40 years in the future, 
compared with five and 15 here. That's under existing American 
legislation? 


Mr. Meserve: That's under existing regulations. 


Mr. Williams: I. see. So there are no. options there. 
They're bound by those. 


Mr. Meserve: They are bound under the Employee Retirement 
Income Security Act to the 15 years and the 40 years. If we make an 
improvement through negotiations and increase our benefits from, 
let's say, $9 to $10 per month per year of service, the cost of 
doing that in Canada would be over the future 15 years, whereas in 
the United States that can be costed over 40 years. It gives them a 
tremendous advantage in terms of their pension area. 


Mr. Williams: On page two you point out that the pension 
plans provided by members of your association are benefit-based 
rather than money-purchase plans, and consequently some of those 
recommendations dealing with unisex tables and mandatory retirement 
or survivor benefits don't apply in your situation. 


Mr. Meserve: That's right. 


Mr. Williams: So I presume that you're not, therefore, 
concerned as to any legislation along those lines. 


Mr. Meserve: The money-purchase people are very concerned 
about unisex tables, but our plans are not concerned, because with 
a benefit-based plan both female and male workers receive the same 
benefit at age 65 or age 62, whenever they elect to retire. So when 
you say a benefit-based plan, we guarantee that he or she will get 
$10 or $12 or $14 per month per year of service regardless of who 
he or she is. 


Mr. Williams: But any legislation dealing with those 
Matters wouldn't financially impact on your particular plan. 


Mr. Meserve: No. We're saying not. 





Mr. Williams: So you have no objection to any legislation 
coming forward dealing with those particular plans. 





Mr. Meserve: We will leave that up to the money-purchase 
people to deal with. 





Mr. Williams: But any other changes in the laws we might 
recommend that might impact on cost across the board is, of course, 
a major concern to you at this time because of the depressed 
economy. 
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Mr. Meserve: The present economy dictates to us that this 
is an untimely period in which to increase the costs of our doing 
business without its having any direct complementary effect on our 
employees or ourselves. 


Mr. Gillies: Mr. Meserve, I'm looking at page three of 
your presentation again. Your argument against earlier vesting is 
largely predicated on the fact that you're experiencing a high 
level of unemployment now so that the employees you do have working 
are longer-term employees, obviously, who are probably vested. I 
can see from your point of view that that's a problem. 


Do you think there is any way your industry could be flexible 
in terms of our problem with younger employees? When we brought in 
the recommendation in the interim report we felt that earlier 
vesting was a good move, a progressive move, for people entering 
the work force and very much in keeping with the philosophy the 
committee has adopted that pensions are a form of deferred wage, 
that the money the employee puts into the fund should, as much as 
possible, be available to him at a point of termination or change 
of employment. I just wondered if I might ask you to elaborate 
somewhat on the point number one you've made on page three. 


10:30 a.m. 


Mr. Meserve: We make a statement that we are prepared in 
the longer term to reduce the vesting period. In our industry, as 
an example, we usually negotiate with unions for a set number of 
hours that a person gets a full year's credit for. Normally it's 
1,500 to 1,700 hours of work that a person puts in in a year, and 
he gets a full year's credit. 


One of the suggestions we would have for the committee might 
be to look at vesting after a number of hours' work rather than, 
let's say, taking the basis of a year. A year defined as what? A 
year defined as 2,080 hours? A year defined as 1,500 hours? There's 
a way around this by saying that, instead of one year, it's whether 
an employee puts in so many hours in that year it would qualify as 
a year of employment. So five years would not necessarily be five 
years; he might have to spend seven years with that employer to get 
vesting. But the cost of a pension is based on the number of hours 
that employee works. 


If we're required to give him vesting for a full year under 
contract at 1,700 hours, and you say that a year is not 1,700 hours 
but 2,080 hours, then there's a difference in costing to our member 
companies. So you could say that five years is equal to 10,000 
hours, but if a person doesn't put in 10,000 hours in five years, 
he puts 10,000 hours in in seven or eight years, he gets vesting 
after he has worked an equivalent number of hours to five years. 
That's one way of handling it. 


Another suggestion I might propose to the committee would be 
to take a look at the old age security introduction back several 
years ago, which reduced the age from 69 to 65 over a five-year 
period. Vesting might be introduced on the same basis. That is, 
instead of immediate five years you go nine, eight, seven, six, 
five years over the next five, which would put it in a time frame 
that we feel is recoverable. 
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They're just a couple of proposals that we would suggest when 
we make the statement that we are prepared in the longer term to 
reduce the vesting period. 


Back in the early 1970s there was a blue paper, I believe, on 
five-year vesting in 1972, and that got dropped because of the 
tremendous lobby against the vesting being reduced. We're not 
against motherhood, and this is really where we're coming from. We 
feel that there should be a time frame over which this is 
introduced, rather than being foisted on us at this point in time 
aS a cost to us without any benefit derived from it by our members 
Or our employees. 


Mr. Gillies: There was some considerable feeling on the 
committee that five years may in fact be, in the long term, an 
interim step, that we could look at three years, two years, one 
year, immediate vesting. So I'm picking up that, given enough time 
to adjust, your association may not necessarily be opposed to such 
a move. 


Mr. Meserve: I would like to say that we shouldn't get 
too far ahead of our major market, which is the United States, and 
where we're competing. I think the 83-cent dollar gives us some 
advantages. They have some advantages on their side, and one of 
them is costing over 40 years versus costing over 15 years, or the 
fact that some of our benefits have to be fully funded by the year 
1989. 


These are burdens and factors, because we're not talking of, 
let's say, $1 an hour in terms of cost; many of our members are now 
paying $2.50 per hour of work in their plants for a pension plan. 
That's a very onerous cost to us. So to have that increase through 
legislation, which would introduce some mandatory things we would 
have to do, would increase that cost dramatically. 


Now, we've got ourselves in that box frome our own 
negotiations. We have negotiated with the United Auto Workers, and 
they have been a very strong competitor in this area. They have 
negotiated benefits that now, in 1983, will amount to $18.50 per 
month for a year of service; and, with their guarantees of so much 
at age 55 or 62, et cetera, no actuarial reduction at age 62, 
they've moved the pension field well ahead of what you're proposing. 


Mr. Gillies: This is the last question I would like to 
ask. This does not arise” specifically out of “your ‘brief. I 
certainly come away with the impression that, by and large, the 
employees of your component members are well taken care of in the 
field of pensions. 


Mr. Meserve: Yes. The 54 per cent that you have as a 
general is not specific in our area. As a matter of fact, we did a 
survey,) and. 1° ‘think®-that in the response we had, which would 
represent about a third of our employees, there were actually only 
three companies out of 100 that did not have not a pension plan. So 
we're well ahead in terms of our membership. 


Mr. Gillies: And so my question arising out of that is 
that we on the committee feel that probably the biggest problem we 
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face in the pension field is the coverage issue. There are sectors, 
there are industries, where the pension coverage iS minimal. 
Certainly yours is not one of them. So I wondered if you might have 
any thoughts, quite outside the frame of reference of your own 
association, as to what approach we should be taking in tackling 
this coverage problem. 


There are those on the committee who wish to see the doubling 
of the Canada pension plan or, at the very least, enrichment of the 
Canada pension plan. Then there was the provincial universal 
retirement system proposal coming out of the royal commission 
report, which I get the impression, certainly in terms of your 
sector, would be overkill. And then there are certain things we 
could legislate to encourage the private pension industry to 
address a lot of the problems we perceive. 


I know you have considerable experience in this area, and I 
just wonder if you have any comments on that. 


Mr. Meserve: As far aS coverage is concerned, I think 
you'll find that the employer who does not have a pension plan is a 
small employer. That is, when we talk about small, by definition, 
in Ontario I think you would talk about $5 million being a small 
business, or 75 employees being a small business under counselling 
assistance for small business. I think this is where you have the 
Majority of the employees in Canada not covered by a pension plan. 


The other area is the part-time employee, who does not have 
benefits of any kind, let alone a pension. I think that in order 
for you to tackle something like PURS you have to take a serious 
look at increasing the cost to the small businessman, who may have 
to incur costs of part-time employees having a pension plan or 
full-time employees who are at the low end of the payment roll. 
It's very difficult to put a mandatory program in. 


We aren't affected if you put a plan in that does not, let's 
Say, create a base above our members' base, and I don't think you 
will. I don't think PURS will cause us a problem in terms of most 
of our member companies. The ones that will cause a problem for us 
are the small group that do not have plans. Politically, if you say 
that you're going to introduce PURS and it's going to be mandatory 
for employers of 50 or more you're still going to have a large 
section of your employment force in Ontario not covered. You have 
to get down to the small guys, the commercial shops as well as the 
industrial places that are small businesses. And that's very 
GvECiCuULEe rtondo. 


In terms of the vesting, let's say dropping it down below 
Five years, I think you've had a fair amount of resistance, except 
from the labour movement, to talking about going below five years. 
I'm suggesting from an employer's’ point of view and a 
cost-competitive point of view that we will have trouble if you 
just snap your fingers and reduce it to five and then go four, 
three, two and one in the next five years. I don't know when the 
economy is right for doing anything, but I would strongly suggest 
to legislators that they take a serious look at the times in terms 
of whether or not you introduce any dramatic changes. 
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Other than the five years, I think there's no need for you to 
really do anything in the pension field. You might loosen up the 
opportunity for employees to get hold of the money after vesting 
that they would be able to transfer out of the fund, because one of 
the problems with employees leaving their money in existing pension 
plans is that the earnings that are given to those moneys on 
deposit are not very high. 


I think you have a problem there, and I think what you need 
to do is to loosen that up--move that money into an RSP, but leave 
it locked in to their RSP. Then they can earn interest on the 
company's money that has been contributed and the employee's money 
that has been contributed. They can have the use of that to develop 
a larger pension plan than they would get under a benefit-based 
plan if that is all they are guaranteed. 


10:40 a.m. 


Let us say we guarantee them $10 per month per year's service 
and they leave us at age 50. We have on deposit the money that we 
will give them after age 65, but if they have the use of that money 
in an RSP from age 50, for 15 years, they would probably double the 
benefit they would receive at age 65 through the usury gain in that 
money which the employer is not giving them. All we are doing is 
guaranteeing a benefit. I think that is one of the problems. At age 
45 you cannot get your money. It is locked into an employer's plan, 
and I think that money should be available to the employee for 
investment, but not available to him until he is 65 or a determined 
legislated age. 


Mr. Haggerty: I “Sust@eiwan® Trot follows chatetitxrain? sok 
thought. In other words, you are telling me that with the pension 
funds the industry has set aside for employees the investment 
return is not that great now. If it* were switched over to a 
retirement savings plan you would perhaps capture the high interest 
rates today. 


Mr. Meserve: Yes. A year ago they would have been double 
the amount they would have received or that was being paid. 


Mr. Haggerty: Isn't there some place along. the line, 
though, in the trust fund that is set aside, that whoever is 
handling the investment should be investing in this particular 
area? Should he not be getting the most return for the money that 
is available in the pension fund now, or is it locked in for 20 
years? 


Mr. Meserve: It is locked in at the present time. 
Mr. Haggerty: Locked into the 20-year investment then? 


Mr. Meserve: It is not locked in to that degree where it 
could not be transferred out of the employer's fund into an RRSP on 
the employee's behalf. But right now it is locked in and the yield 
rate is determined actuarially every three years on the plan. Every 
three years we are required under law to get an actuarial valuation 
and certain assumptions are made. 
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Mr. Haggerty: Just an actuarial valuation and not 
necessarily an-- 


Mr. Meserve: No. An employer could decide that he could 
give usury on that money at a greater level, but at the present 
time that would be a cost implication to him. It would be better if 
the employee had the money available in an RRSP. That is, it would 
be his individual plan rather than still being with the employer, 
because it leaves the employer with the responsibility of following 
up and finding where the employee is in 20 years. If he has his own 
plan, the employer is required to give every vested employee a 
report within six months of the termination date or the valuation 
date of the plan. 


Mr. Haggerty: Isn't there some way that the investment 
could be used to build up a larger reserve fund in a trust fund 
that is set up? I have watched the debenture issues where some of 
them are 20, 25 or 30 years or something like that. Maybe under the 
circumstances and the money situation now where the interest rates 
fluctuate from day to day--there is no indication that it is going 
to come down to, say, 10.5 per cent that some of these debentures 
have been bought at. Maybe we should be looking at a 10-year 
investment or something. 


Mr. Meserve: Have you looked at the top 25 companies in 
the pension field and their performance level in terms of their 
pooled equities and this kind of thing? It would be very difficult 
for legislation to come in and say, "You are required to pay so 
much on employees' deposits--to vest in your fund xX per cent 
interest this year and Y per cent next year." It would be better if 
the employee had his own RRSP outside that was locked in. It could 
be a government source. I would prefer it to go to his own because 
this leaves the capital in effect in the marketplace, not tied up 
in the government PURS program, or government CPP, or 
government-sponsored RRSP. 


Mr. Haggerty: That is one of my concerns, that perhaps 
these funds are locked into long-term investments. 


Mr. Meserve: There is enough liguidity in all plans that 
you could cash out a person. 


Mr. Haggerty: They are not getting the maximum return 
under the present economic climate with relation to the interest 
rates. As high as they are, sometimes I think there may be a 
considerable shortfall in some of these pensions. Even the industry 
itself and the employees are going to be caught in a shortfall. 


You say at the bottom section of page three: "Indexing is not 
affordable. We should not be seeking a method to index pensions in 
the public or private sector." Is there not some place in the 
present agreement with employees and management that there is 
indexing applied to wages now in the sense that it is built into 
their contract? 


Mr. Meserve: There are some employees covered under a 
cost-of-living allowance adjustment. 


Mr. Haggerty: That is a form of indexing, is it not? 
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Mr. Maserve: But we have also stated that as far as our 
members are concerned, we have negotiated annual adjustments in 
post-retirement pensions. If an employee has been retired for five 
years, let's say, in a three-year contract with UAW he might have 
50,°25°and°25 in “terms of ‘cents per month, ‘so that if he retired at 
a $10 per month per year benefit he now has in effect $10.50, then 
$10.75. ¥eand > $11.79 BuLretnatll 502 icents ifonly sivepresents 2] asitsmaltl 
percentagemof $10c¢Nowsmit hyouw talk ol2@pericenty,of S10;7))you are 
talking’ $1.20. Negotiated; we are talking 50 cents, 25 and 25. That 
is a tremendous cost to our pension funds that we can ill afford to 
provide. 


We categorically say that indexing is not affordable. Even 
the cost-of-living allowance is being questioned under’ the 
negotiations at Ford and General Motors now. Chrysler in particular 
gave up their COLA for a year and a half under the Chrysler US 
Contract. Paying the cost-of-living allowance on pensions would be 
just astronomical in terms of cost. At a $10 a month per year 
benefit, if we gave 50 cents now, it would probably increase our 
cost by about 50 cents an hour to provide above that to get COA 
fully indexed pension. 


Mr. Haggerty: Looking at an employee who retires and had 
built into his wages a form of indexing--through COLA and that-- 
ana then finds out at retirement that his pension has not been 
indexed, it would be quite a letdown in income. Going back to 
getting the most value out of the pension trust fund to capitalize 
on the high interest rates, if you could get the investment that 
can work in that particular area then there would be no need for 
indexing. 


Mr. Meserve: We talk about whether we index pensions or 
index money. Every three years, let's’ say with the UAW/IAM 
contract, we negotiate a number of things. Among those things 
negotiated are improved pensions and every three years there is a 
negotiated pension increase. That negotiated pension increase, for 
example, in the automotive industry goes from $16 to $18.40 over 
the 1981-82-83 period. 


Mr. Haggerty: What is this negotiated increase in pension 
related to? The CPI? 


Mr. Meserve: No, it is not related to anything; it is 
just related to the negotiations. 


Mr. Haggerty: There is no factor you try to establish? 


Mr. Meserve: No. The union comes at you with a demand and 
you saw off in the centre somewhere. 


Mr. Haggerty: Is it 75 per cent of their actual earned 
income? 


Mr. Meserve: It does not have any relationship. 
Mr. Haggerty: No relationship at all? 


Mr. Meserve: No. They put a demand on you and you 
negotiate somewhere between zero and 100 per cent. 
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Mr. Haggerty: So if you had a good year in the automobile 
industry, the price is right. And in a poor year you could end up 
with nothing. 


Mr. = Meserve:, seThat* sa .night«.gGeneraly | MotorSethvtutussevery 
heavily in the 1980 negotiations. In 1983, we expect they will not 
be after pensions; they will be after job security. 


Mr. Haggerty: I have watched some of the negotiations 
that have gone in the automobile industry and they usually single 
out one sector. It could be General Motors or Ford, and whoever had 
a good year is the one that would be hit. 


Mr. Meserve: I have been using the UAW as a prime example 
but, as far as the pension area is concerned, I think the 
forerunner was in terms of the amount of money that is being 
provided employees--within our industry and within the automotive 
industry. 
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Mr. Haggerty: So in the parts industry it is pretty well 
associated with wages and pensions of the giant corporations, 
General Motors and Ford and so on. 


Mr. Meserve: Yes. 


Mr. Haggerty: They are tied in with whatever goes in the 
particular bargaining session of that year. You are pretty well 
tied in with it then? 


Mr. Meserve: Yes. There is only one comment I would make 
about the automotive industry. If you go back to 1965, when the 
auto trade agreement was negotiated, the concern of the workers in 
Canada at that time, as you recall, was that they wanted to achieve 
parity of wages and benefits with their American counterparts. 
There is a very widespread feeling at the moment that our benefits 
and wages have outstripped our American counterparts, and that is 
assuredly part of the debate that is going on at the present time 
within the councils of the United Auto Workers. 


Mr. Haggerty: There are some economists who have stated 
that because of that agreement of 1965--it had to indicate that for 
the Canadian economy to survive there would have to be a lower 
Canadian dollar, based upon the wages gained by the United Auto 
Workers in the auto industry. 


Mr. Meserve: Right. 
Mr. Haggerty: So now we have parity-- 
An hon. member: Parity plus. 


Mr. Haggerty: --and a lower dollar and high interest 
rates. 


Mr. Mackenzie: I have one point. I was interested in your 
position on vesting. I think I heard you make the comment that 
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cafe was probably only the labour groups that were pushing for 
something less than five years and that there might be rather 
strong opposition to anything less than that otherwise. 


Unless t "am missing "something; *’one " of “the “things “that 
surprised me is that I don't think there has been any opposition to 
the five years. I think that includes almost every business group 
that has been before us. To my surprise, a number of them have 
taken literally the same position as the labour or community 
groups: that with the deferred income principle, it is going to go 
less than that. In one or two cases it wouldn't even bother them. 


It has not been the evidence before this committee that we 
have an uproar over its. -including@ business Groupe. Ua wespan lito 
Surprised at your strong opposition to vesting. 


Mr. Meserve: I guess we take a more global look at what 
our social benefits are in Canada versus some of the other groups 
that have been here. We feel the pinch. There are other industries 
which no longer exist in Canada--electronics, the shoe industry, et 
cetera, which are very depressed--and we don't want to follow suit. 


In terms of social issues, I think Canada is well ahead of 
our compatriots in Japan, the United States and some of the 
European countries. In some areas we-- 


Mr. Mackenzie: In some areas we are. What disturbed me in 
your three-page brief was the inference that we can't afford 
it--even with the current increases, whether it be UIC or WCB or 
any of the various benefits we have. 


The point I make is that with 38 per cent of your people out 
of work we would be in one God-awful mess if they didn't have some 
of these benefits right now. And when I look at the charts you've 
given us, the percentages, it seems to me that an argument--in this 
case, which you would probably agree with--that is obvious to most 
of us in this House is that we sure as hell haven't got our fair 
share of it under the auto pact or anything else. That is the real 
problem. 


When you take a look at those graphs of yours, ‘Mad orp eaqtebe 
whether we have to lay a little more on to the workers because we 
can't afford the benefits they need. As I said to begin with, thank 
God we have them now, considering the numbers that are out of work. 
The real problem is in whether we are serious about value content 
and so on in this country in the industry. 


Mr. Lavelle: I would like to attempt to clarify what we 
Said with respect to the vesting period. I think we made it very 
clear--maybe we didn't--that we are not objecting to the reduction 
in the vesting period say to five years. We are saying that in the 
present time, it is a difficulty because of the particular 
circumstances in the industry. But we are also saying that we think 
that five years is good enough at the present time if that is a 
staged-in arrangement. 


I think that what Ken has been saying too is that we don't 
want to be seen as reactionary employers. I don't think the parts 
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industry can be put into that position. We are saying we have to 
watch very carefully the relationship we get into not only with the 
United States in the benefit packages but also with the Japanese 
and others. We are simply saying that in relation to those changing 
economic conditions, we think we have to go slowly in making big 
changes. 


I would also say that in terms of the problem you raised with 
respect to the automotive agreement, I do not think our particular 
problems in the industry with respect to unemployment are related 
to the uncompetitiveness of our working people or our wages and our 
benefits. I think it does relate to the arrangement with respect to 
the auto trade agreement. We have to watch our step in this respect. 


Mr. Brandt: I had a question that arose out of some of 
Mr. Mackenzie's comments as well. He did cover one of my earlier 
questions. But in the vesting situation, are you saying that in 
order to be on the careful side, we should phase towards five 
years, or implement the five years and then phase down, as Mr. 
Gillies was suggesting earlier? From your comments, I was not clear 
on what you were talking about. We have the combination now of 45 
and 10. If you are talking about some form of phasing, what are you 
recommending in that regard? 


Mr. Lavelle: Ken, you go ahead. 


Mr. Meserve: We are suggesting that you take a 1ook at 
Phasing down from 10 to five over a future period. Whether it is 
one, two or three years, it is a matter of saying how you phase 
down. Beyond that, we are saying to be careful in terms of our 
competitive position with the United States, where vesting is after 
15. We are moving well in advance of the North American norm by 
moving to five-year vesting. It is a matter of taking it down to 
vesting when. Do you make it effective January 1, 1982, and you 
drop it immediately? This creates a cost, as I say, to our members 
without any benefit, because it changes an actuarial assumption and 
therefore it changes the cost factor. 


Mr. Brandt: Have you, at this point, as an industry made 
any evaluation of what those costs might happen to be? : 


Mr. Meserve: No. 


Mr. Brandt: I gather there are expenses associated with 
that. 


Mr. Meserve: Right. 


Mr. Brandt: But how dramatic are those increases and how 
difficult would they be-- 


Mr. Meserve: They are nothing like indexing would be. 
They are probably comparable to what the joint survivor option 
changed to a 60 per cent might be. We have not spoken out against 
that because we feel that the joint survivor option is well in 
place, but there is a cost to us in moving from 50 per cent to 60 
per cent of the joint survivor option. 
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Moving On vesting is something we feel should be taken 
seriously in terms of moving towards slowly rather than moving 
dramatically in one year. Beyond that, it is a matter of saying if 
you are considering going beyond five, then please take a close 
look at what is going on in the world rather than what is going on 
in Canada. 


Mrs Brandt:oMr. © Mackenzie toucheds:on this, but ‘I ‘wanted 
to pursue page two of your brief for a moment. I want all of you 
gentlemen to know that I am probably not alone when I say there are 
members of this committee, myself included, who are sensitive to 
and concerned about your competitive position in the total package 
of considerations which you have outlined on page two. 


I also want you to know that there are some very serious 
comparative evaluation studies done on things like workmen's 
compensation, unemployment insurance and all of those various 
things, to make sure we are not putting ourselves into a position 
where we are not competitive with our normal trading partners. 


You make a fairly direct statement that I do not know is 
necessarily in all cases correct. I wish you had perhaps amplified 
Or expanded the brief to some extent to give us some comparisons in 
respect to some of those particular categories, affirmative action 
as an example. There is a cost factor involved here. The United 
States Igran/ into. caw - great odeal s/of! .adiffzcultyoowkthiirespectseato 
affirmative action, just to take one of the ones which you have 
mentioned. 


We were very careful under Bill 7--and there was considerable 
dialogue on that question--to make sure that we did not have an 
affirmative action program that was mandatory, but, in fact, was a 
voluntary program of affirmative action, and one in which the 
employer would have to make application to the human rights 
commission and request that they introduce, from the employer's 
side, an affirmative action program because we knew the US 
situation was fraught with problems. This is one that I personally 
worked on as did, I think, some other members of the committee--at 
least they were involved with it--where I think we took a very 
responsible government stance with respect to that one in 
particular. I could talk about others. 


doa. 


I wonder what your comment is on that, because I believe you 
have sort of a catch-all phrase there and a paragraph that seems to 
be rather bitterly critical of some of tne things we have done. Yet 
some of us are concerned about your competitive position, I assure 
you, and we are not trying to bring in onerous government programs 
that will reduce your competitive position vis-a-vis the US or 
Japanese market, or wherever. 


Mr. Meserve: I say in the opening paragraph "some of the 
areas where Canada, in particular, leads the world's’ social 
Vegislation:" That is not a criticism. Number: one; /I) would like» to 
talk about affirmative action in some areas of Canada. There are 
some affirmative action programs in place in certain departments of 
the federal government at the present time. There are documents 
providing that. 
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There is some legislation coming down in terms of other 
aspects that are probably going to be introduced at the federal 
level that eventually may get to the Ontario level in terms of 
consideration. I am pleased to hear that the affirmative action 
program at least got tabled or pushed aside by the Ontario 
government, but it has not been pushed aside by the federal 
government at this point. It is being experimented with at the 
federal level, and there are documents to show that there are 
programs in place within certain departments where they are 
experimenting with affirmative action programs. 


Maybe I have made a catch-all list and said "in particular 
Ontario." I guess it is just a matter of saying there is a long 
list of items which we, in negotiations with our union persons and 
in giving--we are talking vacation pay, holiday pay, universal 
Sickness and accidents, ther, qlailiityis cofesiworis life, equal 
opportunities, leaves of absence, time off for bereavement period, 
personal, we have got a long list of things that appear in the 
collective agreement which do not appear in legislation. 


Within the pension area, the reason we are here and speaking 
Maybe in a negative position is that we do not follow the 
percentages, that is, 54 per cent of Ontarians are covered by 
pension plans. We are saying that in our group practically 97 per 
cent are covered by pension plans. So just be careful in terms of 
when you address pensions to make sure that where they are being 
provided you do not increase the cost of our doing business which 
will drown us in terms of our competitiveness with Japanese and 
Americans, in particular, as well as some European countries. 


Mr. Brandt: I do want to assure you in the area of 
affirmative action--I can also zero in on the occupational health 
and safety legislation and some legislation that is pending with 
respect to hazardous substances and that kind of thing--that there 
are very long, serious considerations given to what other 
jurisdictions “are doings “Its? Hs enots iddne@ Sin Fra? vacuunts- Ties 
certainly not done in isolation from a recognition of what other 
areas are involved in. 


When those decisions are finally made, they are made, I 
think, after having balanced all of the factors, because I 
recognize, as I am sure the members of the committee do, that you 
cannot develop all of these very worthy social programs without 
having the economic wherewithal to be able to pay for them. It 
could be argued if we are in a competitive position, or perhaps if 
we were in a competitive position that was more advantageous than 
some other jurisdictions, that we might not have quite the number 
of layoffs that we have now. So we have to be very careful of those 
cnings. 


Mr. Lavelle: I would like to comment just briefly, Mr. 
Chairman, if I may. I think it would be wrong to misconstrue what 
we said as being critical of programs that have been introduced by 
the government. In the time that I have been with the automotive 
parts association I have not appeared with anybody, except on one 
occasion, before a committee of the Ontario Legislature which was 
involved in trying to improve the benefit position of Ontario 
workers. 
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} I think our concern in appearing before this committee was 
primarily related to the indexing arrangements which are proposed, 
but I think also very importantly related to the fact that while we 
have watched in the past our competitive position very closely 
vis-a-v1sS our trading partners partners and particularly the United 


States, the situation has changed radically over the last three or 
four years. 


Rather than taking a view in Ontario that all of a sudden as 
the economy turns up, if it? does turn up. in the middle of 1982, it 
1S going to be back to the good times and we are going to be able 
to re-employ all of the people who are unemployed at the present 
time and we are going to be able to compete on the same basis as we 
have competed in the past, the structural changes that are taking 
place in the prime industries of Ontario are structural problems 
that are going to seriously reduce our ability to compete on a 
world-wide basis. 


If we are talking about improving the benefit system for our 
workers and for all people in Ontario, there have to be other 
components put into place by both the provincial government of 
Ontario and the federal government in Ottawa which will ensure that 
we have industries that are internationally competitive in this 
country. 


Wee are. onot™ trying’ to “be icritical®iof “improving the ~social 
benefit programs for the people of Ontario, for the workers in the 
parts industry, for the workers in any industry, but we really do 
have to watch ourselves very carefully in terms of doing these 
programs and bringing them into place without seeing put into place 
complementary programs which provide that the strong manufacturing 
base, which has existed here for many years and in other parts of 
the country, iS maintained. 


Prankivpni ado: note seelany ewillingness “ons theipart. som yany 
government in Canada to make those kinds of sacrifices that we have 
to make at the present time. So we have to be very careful. 


While I am talking on the subject of indexing-- 


Mr. Brandt: Could you back up to one statement you just 
made? I waS going to ask a question relative to any suggestions you 
might have from the industry sector with respect to government 
programs that might assist you. 


You just said that from your vantage point government was not 
prepared to make the sacrifices that might be necessary to put the 
industry back on its feet again. Could you amplify that a little 
bit and let me know what you have in mind? 


Mr. Lavelle: I guess there are two principal problems 
which 1 alluded to earlier on and which are not related to social 
programs. One is the tremendous problem we have with the Canada-US 
automotive agreement in which we recognize that in 1981 we will 
have suffered yet another $4-billion deficit in parts trade with 
the United States; a $2-billion deficit overall. The figures we 
have indicate that in 17 years of operating a trade agreement with 
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the United States, we have ended up with a $35-billion deficit in 
auto parts trade. 


When you count the thousands of jobs this represents and 
consider that governments basically have ignored that situation and 
have let it accumulate to the extent that it has, one understands 
that our competitive position has been weeded away and that 
multinational corporations which previously operated in Canada 
because they were under some obligation to do so, no longer feel 
that same obligation. 


Second is the problem with the Japanese, in which the 
industry has seen that Japanese imports have increased from the 
less than 20.per cent a year ago to 25 or 26 per cent this year, in 
which we have a deficit in that sector of $1.3 billion; and we have 


shipped less than $10 million worth of parts to the Japanese, even 
though we have a program in place which provides for us to get 


reduction of duty if those parts are shipped to Japan. 


We ourselves, aS well as the labour unions and the vehicle 
companies, have pointed out that if this continues, this industry, 
as we have known it in the past, will not return to Canada. The 
Structural changes taking place in the United States indicate that 
the reduction of the work force will be in the order of 500,000 
jobs. But that doesn't seem to raise any fear at all in anybody's 
mind at the present time that we are still selling on in Ontario or 
in Canada with the same kind of competitive position that we once 
had and the same kind of ability to reverse these tremendous 
deficits. And they exist mainly in the manufacturing sector, which 
to my last look was basically in Ontario. 
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Mr. Mackenzie: You should read some of Larry Grossman's 
answers to our questions, telling us how nasty we are as a bunch of 
Socialists raising these issues almost weekly in the House. 


Mr. Brandt: I think we would probably be well served on 
your part, Bob, if you reminded a certain party at the federal 
level about the auto pact situation as well. 


Mr. Mackenzie: It has been raised there too, and _ the 
Japanese situation has been raised there very effectively. 


Mr. Lavelle: I don't want to get into a political dispute. 


Miron. Haggerty:.. You, nave. to, Get. ~the confidenca. of spcne 
consumer; he's the one who is going to turn this thing around. 


The Vice-Chairman: TU EWhls mice Liuitee, Mr. Lavelle, to 
prevent you from being drawn into this partisan political debate. 


Mr... _Brandt:;...Are, /we,.getting partisan e-Mrees, Charman? » «I 
hadn't noticed that. 


The... Vice-Chairman: a, Whiless wou, »w ihavessulaent 1 brecemetiion st wo 
major problems and, aS you say, they are not directly related to 
this. Social syissue » of) ..pensionsie .Chatatiwe caren. cdeadingon iwitiy, 
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nevertheless they) do “inpacts With "regard “to fthat ®Latterone, Sif I 
may ask a Supplementary to Mr. Brandt's question regarding the 
massive importing, do you feel that some initiatives--I guess it 
would have to be done at the federal level--by way of imposition of 


realistic tariff, barriers fare’ the ~ only e’answeresto Sturning that 
Situation around? 


Mr. Lavelle: In the short term I believe we will have to 
Change the regulations that are in place. The interesting thing is 
that at the present time there is a very significant tariff on 
Japanese cars of about 13 per cent. The government has negotiated 
restraint arrangements with the Japanese which it claims’ the 
Japanese will have kept by the time they come to a conclusion on 
April 1. At the present time they haven't. 


The Vice-Chairman: They were strictly voluntary 
arrangements. 


. Mr. Lavelle: They were voluntary arrangements, which did 
include automobiles but did not include commercial vehicles, 
curiously enough. 


We have suggested that, rather than having an arrangement 
which limits the number of imports, we should have a scheme that 
Says the Japanese have to go up to a certain degree of Canadian 
content. We are saying that basically with all the car companies, 
including Ford, General Motors and Chrysler. If they could not meet 
those particular requirements, if the Japaneses were not prepared 
to negotiate a deal, then we should embargo their cars. You can 
imagine, in making that kind of suggestion, how everybody holds 
their heads in shame in Ottawa that any Canadian would suggest that 
we do anything as vile as putting an embargo on Japanese cars. 


Mr. Haggerty: Mr. Lavelle/ia lastl “Monday oalongiiwithe vall 
the area MPPs and MPs, I met your group. I think you did indicate 
that you thought the agreement the government had with Volkswagen, 
with the new plant that is going to be built here in Ontario and 
parts being made in Quebec, was a reasonable solution to the 
problem. I thought you indicated that 85 per cent of the materials 
would be bought in Canada. 


Mr. Lavelle: Right. There is a very interesting article 
in this morning's Globe and Mail in which the treasurer of 
Volkswagen indicates how significant the industrial development and 
the job creation will be as a result of the investment by 
Volkswagen in Barrie. I don't know whether his figures are 
absolutely correct. The ripple effect of the jobs that are created 
in the automotive industry is still six for every one created, and 
it has a tremendous effect when it is a sizeable investment like 
Volkswagen's. But they have committed themselves to meeting an 85 
per cent content level within a five-year period, which we think is 
very equitable. 


Mr. Haggerty: You also mentioned the competitiveness of 
the industry in the North American climate. I think there isura 
committee of Congress currently reviewing the automobile situation 
on the American side as it relates to the Japanese almost taking 
over “the industry in the United Statess “I believe there was a 
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person very knowledgeable in the industry, a consultant, who 
presented a brief based on a study done on the automobile industry 
in North America and comparing it with the Japanese. 


It was interesting that he summed it up by saying that to 
build a car of similar nature and quality to the Japanese-produced 
small vehicles, it takes General Motors about 35.2 hours to produce 
the same size of car. I am just quoting these figures offhand. When 
it comes to the Ford Escort, it takes about 25 or 26 hours, maybe a 
Littlexbit} less) Omni v:sj;valso ain ehaty arneat ofp25,0r eaislittliesbit 
less. Then it comes to the production of the Japanese car of 
Similar quality and size and it is only 15.2 hours on the assembly 
line. 


We look at the welfare or social programs which we have for 
the workers in the industry in Ontario and Canada and we say, "We 
do not want to see any increases in this particular area because it 
will make us uncompetitive." The industry has a long way to Goto 
reduce the output time of that vehicle from 35 hours to 15. That 
would be something. 


Mr. Meserve: That has nothing to do with pensions. 
Mr. Lavelle: It has to do with the whole package. 


Mr. Haggerty: Regardless of what way you turn, you cannot 
be competitive. 


Mr. Meserve: Not without investment in robotics. 


Mr. Haggerty: Investment in new machinery. I think the 
investment of the automobile industry over the years has been on 
tooling up. It has been changing the design or the style of the 
automobile without going into the production area of new technology 
to increase productivity. 


Mr. Meserve: But you are not going to get the investment 
made in Canada without a change in employment, and pensions is just 
One small little bit over here in terms of the increased costs of 
doing business in Ontario. 


Mr. Haggerty: Maybe we will learn something from 
Volkswagen on the productivity which will come out of that plant, 
Or technology which they will engineer over here. 


Mr. Riddell: Whatever we do about the Japanese imports, 
let us not jeopardize the pork exports from this country. I have to 
Support the farmers, Andy. 


Mr. Brandt: We will send that pork over in the trunks of 
the cars we are going to sell them. 


Mr. Lavelle: I would make only one comment with respect 
to what we are proposing with the Japanese, and I think it has to 
do with the kind of reaction that many members will receive from 
their constituents with respect to us trying to increase the costs 
of Japanese products. We are not trying to do that. Under remission 
programs, if they purchase or invest in Canada they can actually 
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reduce the costs of their vehicles in the Canadian market and the 
consumer can buy them at a cheaper price if those reduced cost 
Savings are passed on. We are not advocating that the consumer pay 
the price of providing Canadian content in Japanese vehicles. 


Mr. Gillies: What I hear you saying, the total argument, 
onder teers TabPl?tped “in together)> 1s yt, *as aVcountry, -we did» cne 
research and development to develop the technologies to be properly 
competitive in the international automobile market, if this were 
happening, then enriched pensions and all these other things would 
be that much more viable. 


Moe Lavelle: eeame savying=«thatveri wer get » back =to7=cne 
maximum position in which we are truly internationally competitive, 
in which we have an industry which is exporting beyond the United 
States-Canada border, in which we have access to other markets and 
we have developed a program which provides technology from Japan, 
Germany and other countries in the automotive industry to come to 
Canada, wnich it has placed in Canada on a permanent basis, then we 
Cane ook’ at enriching our WTitestyle: At’ the present time; “1tjors 
Veryvrvartficuit “to enrich Tt" "beyond what 1t 1S) "already “andy co 
expect--we can do it obviously--to maintain or, indeed, encourage 
the growth in the industry in Canada. 


Meo VGilives: 6So what you tare .Celling. ugeis that “if we are 
not careful we will be putting another burden on top of an industry 
that is already staggering. 


Mr. Lavalle: That is what we are saying. 


The Vice-Chairman: Certainly the magnitude Ge your 
problem is clearly illustrated in the charts you have left with us 
Reremthiceemorning. “dust ‘qlancing at them, schis ‘chart 7indicates 
world new market vehicle production and shows how the Japanese have 
moved from ‘fourth to number one in the world in the space of 15 
years. Then when you look at the chart that pertains to the imports 
into the US, Canada used to be 75 per cent and now it is down to 35 
per cent, while the Japanese are within three percentage points of 
that marketplace, as far as importing into the US. It is just 
incredible-- 


Mr. Lavelle: It is astounding. 


The Vice-Chairman: --the changes which have occurred in 
such a short period of time. I just note the two other charts there 
too, if I might, very briefly. There was the passenger car market 
shares in Canada. Again, there are dramatic shifts there, with the 
Japanese capturing more than 23 per cent and reducing the North 
American produced market by about 13 per cent in the space of six 
years. 
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The most immediate information about the dramatic increase of 
Japanese vehicle sales between April and December of 1980-81, shows 
an increased import of Japanese vehicles by over 50 per cent. AS 
you indicated earlier, the commercial vehicles are even greater, at 
67 per cent. These are truly startling figures and clearly identify 
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the peculiarly aggravated situation you have in your industry that 
is over and above the general economic doldrums we are experiencing. 


Mr.,.Lavelle:s. I.,.wouid, (just, like. to. makés,one sothen pone. 
AS you say, Mr. Chairman, the charts are very devastating in terms 
of the industry and it is regrettable that many people are not 
aware,of..the,,seraous, situation, in the .industry.¢4itnac. May «ben Our 
Fault more than anybody else's. 


I should say we had an opportunity to meet with Premier Davis 
earlier this week for an hour or so and we were able to go over 
some of the charts we have here. He was very concerned about the 
Situation and we are hoping there will be some attempt on the part 
of the Ontario government to take these issues seriously in the 
future. 


Mr. Brandt: I wanted to ask another question with respect 
to the Japanese situation so we can get a bit of a handle on it. I 
think it iS important, as you pointed out, in the whole context of 
looking at the package of benefits we have in relationship to that 
market and what our competitive position really is. 


I would like to hear your comments on the question of 
reciprocity between ourselves and Japan. Would you be of the 
Opinion that we do have open access to’ that market in quite the 
Same way as they do to our market, and if not, why not? I would 
like to hear your comments on that. I realize that is an ongoing 
debate but it is one that would certainly be of interest to the 
members of the committee. 


Mr. Lavelle: Certainly, the short answer to the question 
is no, we do not have access. I think we can provide members of the 
committee with a pretty clear cut delineation of some of the 
nontariff and tariff barriers that exist in Japan to prevent 
foreign vehicle companies, regardless of their nationality, from 
entering into that market. So we do not have reciprocity. 


We have a particularly difficult situation in Canada because 
we have a surplus in trade with the Japanese. We are one of the few 
countries that does have a surplus, even though it is declining 
somewhat. When we talk about the idea of forcing or coercing the 
Japanese to take a more serious look at the Canadian market, there 
are other factors that come into play--such as the province of 
British Columbia which is shipping a good deal of its raw materials 
to Japan--and the pressures do not exist at the present time to 
come to the rescue of the North American automotive industry. I do 
not think those pressures exist here, nor do they exist in the 
United States. 


It is curious as well--the figures are available and we have 
demonstrated them to federal officials--that in almost every other 
country in the world there are very serious barriers and controls 
which exist to maintain the domestic market as relatively secure, 
being an employer of many people in the particular countries in 
which these industries exist. I am talking about France, West 
Germany and Spain. All these countries provide for a limited number 
of Japanese imports controlled by government decree. In those 
countries, I think generally the automotive industry has remained 
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relatively active and the unemployment situation has not been as 
serious as it is in Canada or the United States. 


Mr. Mackenzie: Have you takenas ag (Lookyenalsog satsh athe 
developments in terms of the content requirements in Mexico and 


what seems to be happening with increased auto parts business in 
that country? 


Mr. Lavelle: We have. Dennis DesSRosiers was in Mexico for 
the association and did a study on the Mexican situation. We looked 
at it very closely. There are a lot of pros and cons about forcing 
content rules and regulations in a strict sense as the Mexicans 
have done it, but certainly from an economic point of view in terms 
of employment, in terms of their prospects, it has worked in Mexico. 


Mr. Mackenzie: What I am really getting at is that with 
all due respect to any adherence to the free market or free trading 
positions, the position we are in now is one we will not turn about 
if we don't require our percentage or our share of the market. It 
is something that is absolutely out of our hands without government 
intervention. 


Mr. Lavelle: I absolutely agree with you. I couldn't 
agree with you more. I hope Ottawa eventually gets that message 
because it certainly doesn't have it at the moment. 


Mr. DesSRosiers: I think an important point was made--in 
fact, in this meeting we have tended to concentrate on the very 
obvioussegapan: situation, Land). \weiscborget! smbout,s ithe, faliggothers® 
category. If you look at some of the charts, the numbers are less 
dramatic. Japan has gone from two or three per cent to 30 per cent, 
but the all others category has also gone from 10 or 12 per cent to 
20-odd per cent. 


We looked at who was selling automotive parts in the United 
States. We identified over 150 countries--which includes, of 
course, all the obvious industrial countries and the so-called 
developing countries like Mexico and Brazil that are increasing 
their share very rapidly. You would be surprised at some other 
countries that are selling significant levels of automotive parts 
in our major market, North America. There are a couple of very 
obscure ones, for instance, Leeward Islands has an automotive parts 
plant shipping into our market. Togo, Colombia, these countries 
have all recognized the automotive parts industry and _ the 
automotive industry generally as a very favourable thing to have 
within their borders. 


Mr. Haggerty: Are they branch plants of one of the larger 
automobile companies? 


Mr. DesRosiers: Generally they start with branch plants 
and then develop local industry around it. We don't have very much 
informakionconbitaaltmis) difficult itoges. 


Mr. Van Horne: Who is backing these, do you know? 


Mr. DesRosiers: Usually the government is forcing them in 
either through benefit programs or legislation requiring content or 
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local facilities to be built. We have a long list of them we could 
send to you. We have documented over 100 cases where there is 
legislation on the books requiring automotive investment within the 
borders: of aspareicular countsy. 


Mr. Mackenzie: Larry says I must be socialist. We don't 
believe in intervention in the economy. 


Mr. Lavelle: I° think’ we want to ‘make’ it’) very’ clear that 
we are not advocating government intervention either. We are asking 
the government to live up to the obligations it undertook when it 
took the industry into a continental one in 1965. 


| Mr. ’Mackenziess" Our? [fair share 22 Sagreeifwithsrthatyo but 
they'll have to interfere. That's the basic hangup. 


Mr. Chairman: As you know, Mr. Mackenzie, the potential 
for government interference is infinite. 


Mr. Gillies: Speaking for the free enterprise party, Bob, 
I would say you are a little over the line. 


Mr. Meserve: While we are off the subject of pension 
legislation, I would like to make one more pitch in terms of what 
is’ "happening “within ourdispaets > industryeseimory five ssyears perbowas 
director of personnel and industrial relations for Long 
Manufacturing, and last year was acting general manager of that 
company. I want to let you know that in 1979 we produced 920,000 
radiators. In 1982, we will probably produce 70,000 radiators. 


In 1979, we had 500 employees in a plant in Oakville and if 
you walked into that plant today you would find 82 employees, 
including salaried workers. That is part of the problem that is 
happening with our industry. That gives you the percentages, 
backing up your graphs "and® your ciréeles “and "your ‘squares, “et 
cetera. That is the rather dramatic impact on the business. 


Mr. Chairman: That is a result of the problem. 


Mrs -"Meserves -Thére: s'*at®conbination ~of= things. syvousican t 
say it 18) the result%of one. It is*a’ combination of) let™us teay 010 
things that happened to that company that brought it in effect to 
its’! ‘knees’*"at’ that™’particilar’ vlocation Ye thatl’ ist trom® -920,000 
radiators produced in 1979 with 500 employees, including employees 
on Salary. If you walked into that plant this morning, you would 
find 82 employees in that same facility. 


There are no supplementary unemployment benefits. The SUB 
fund is defunct as of December of last year. They are strictly on 
unemployment™ insurance. If it ‘werent for ‘one’ “of “the “beneflits or 
$210 which was indexed, those people would have to work on savings 
alone. So we are not against social legislation, but we are saying 
just be careful because this is really what is going on in the 
community. 


Phil and I both come from Brantford, and fortunately in the 


news this morning the industry and labour adjustment program was 
announced, so we will probably get some help in that community, 
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where we have a 20 per cent unemployment factor. That gets us back 


to pensions. Are there any further questions on the subject of our 
brief, pensions? 


Tbr302a.m. 


Mr. Chairman: Mr. Mackenzie, did you have a question, or 
did you get the message? 


. Mr. Mackenzie: I have been getting the message for some 
time, Mr. Chairman. I have not been able to convince others. 


Mr. Lavelle: We have not dealt with the business of 
indexing other than what is contained in our brief, and if there 
waS going to be a further discussion, I would certainly like to 
address the subject for a few minutes. 


Mr. Chairman: If you would care to do that now. 


Myo sLavellesrl “will not, be slong. 91 “think that in) this day 
and age to be talking about getting into the field of indexing and 
not regressing the indexing provisions which already exist in the 
federal arrangement in the public service is going the wrong way. I 
say that without trying to sound either regressive or reactionary, 
Or whatever the case may be. I have been in the government service 
of Ontario for about a year and a half and have worked with the 
public service, and I do not see that vesting and enriching the 
existing’, benerits= is “going “to “provides us “with” the "kind of 
environment in which we are going to improve the performance of the 
public service in this country. 


I think vesting provides people with a vested interest in 
seeing the current rates of inflation continue to Spittal, and I 
believe if we have a problem in this country it has to be reducing 
the various inflationary pressures which still exist. I also think 
in a period of time when we have provided government pensions to 
the extent that it has increased beyond any level of comprehension 
the degree of security which our public service operates in, we are 
really just compounding our problems by going further. 


T£l awe-sare.« talking § about heindexing® pensions 6 iniaithe  cprivate 
sector, I think our costs will continue to escalate beyond any 
recovery in terms of our competitive position. So, aS = an 
association, the idea of indexing is not one which we support and 
certainly the idea of going into the whole scale indexing of 
pensions and indexing which leads on to other aspects of our 
position and our ability to be able to meet costs, just raises a 
tremendous amount of fear in our minds as to where we will 
eventually end up; but we want to leave it very clear with the 
committee from our point of view that the idea of indexing is not 
something which we can support. 


Mr. Chairman: Would that include or exclude indexing as 
it presently takes place in connection with CPP and OAS? 


Mr. Lavelle: No. We are not talking about that in the 
sense that the government has provided indexing; I am really making 
my references to indexing in the public service beyond what is 
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already existing. 


Mr. Chairman: I see, so you are not including those areas 
in your remarks. 


Mr. Lavelle: No. 


Mr. Riddell: Have you given any thought to the excess 
interest? 


Mr.» Lave Lles: vI..-am «not. suce,jthat. «lescan? respondesto.sthatsan 
terms of the excess interest. What do you mean by that? 


Mr. Riddell: Mr. Bentley, do you-- 
Mr. Brandt: Here iS your big chance, Jack. 


Mr. Riddell: .I.“know. in my own mind, but--Ibeame not «too sure 
I can explain it so that you would understand it. 


Mr. Lavelle: I will ask Mr. Meserve because I do not 
understand it, either. 


Mr. Meserve: We have a suggestion with reference to the 
application of excess interest, and that is if a pension plan has a 
certain interest experience--let us say for argument's sake it 
might be 13 per cent--if you then deducted a certain amount for 
administration of that plan--let us say three per cent--the excess 
interest over and above what the actuarial assumption is, let us 
Say seven and three, the three per cent additional earnings of that 
plan could in effect be applied to post-retirement pension expense. 


Till) .Sayeuts again. «Lf syous hadsansainterest,.vieldwof wise per 
cent and an actuarial assumption of seven per cent and you allowed 
a certain amount for administration. costs, et. cetera, -and.for ups 
and downs, in that year in which you earn 13 per cent you use the 
seven per cent, you use three per cent and you have three per cent 
left over, then you could apply that to post-retirement improvement. 


Mr. Riddell: Will he get 50 marks or 75 marks? 
Mr. Bentley: Pretty close. I think the principle-- 


Mr se oMeservew) rAgain;ay) ah yleldamofaaljas pemincent !) gandeecthe 
actuarial assumption is seven per cent in the plan; allow a certain 
deduction for administration costs of that plan by the employer and 
the actuary, et cetera, then the balance of that could be utilized 
to provide some moneys for post-retirement income. 


MiniweBentleyitewThatwal Seu basically: correct ayiThews Wayne biwould 
Say it would be simply this. The economists estimate. that. the 
so-called real rate of return can be anywhere between two and four 
per cent, depending on which economist you happen to believe. But 
let's take that as the real rate of return for any pension fund or 
any other investment. Inflation creates, because of the term you 
used, which I won't use--usury--up to the levels that we're 
experiencing now, which a pension fund, by its investment 
objectives, can turn around to maximize the amount of return that 
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they can reasonably expect to reasonable objectives. 


All that would be considered in indexation would be to say 
Simply this: We will set a benchmark right now, and let's suppose 
LOY argument's Sake that we set a benchmark rate, a method of 
measuring. If the benchmark rate happens to be, say, nine and a 
half per cent and we set a guide rate that relates to the normal 
rate of return computed by the actuarial profession, which might be 
Six and a half or seven per cent, the difference between that 
benchmark rate and the guide rate would be the amount that would be 
applicable in any one given year. This would be measurable by all 
pension funds. If you do better than that in your rate of return 
you'd still only have to-- 


Mr. Meserves: But remember, you cannot make that 
universal. There are some plans that are not going to make the 
average, unfortunately. Administration or purchase of the wrong 
stock or purchase of the wrong investment is going to create a 
Situation where there's no money to be spent. 


Mr. Bentley: That is entirely possible. 
Mr. Meserve: So just be careful. 

Mra OBrandt :) Ord yout could ose; 

Mr. MesServe: Yes. You could lose. 


Mr. Bentley: But over a period of time, because you would 
Startvat=that and gradually-- 


Mr. Meserve: Yes. Self-administered. 


Mr. Bentley: --over 10 or 15 years you could work down to 
ausO-calleds real. rate of return by phasing this in over a> long 
period of time. As long as interest rates, yield rates, remain high 
you could provide a reasonable increase year by year. 


Mr. Meserve: u want my comments distinguished from 
today's presentation, because that's from me as a professional in 
the field rather than from the Automotive Parts Manufacturers’ 
Association as a position. Okay? 


An hon. member: We can accept that. 


Mr. Bentley: This is the approach we're thinking of when 
we talk about indexing. It's not full indexing to the consumer 
price index or any other measurement that is used outside now. 


Mr. Chairman: I think, gentlemen, there has been = some 
difference of interpretation, and justifiably so, in terms of the 
committee's recommendation concerning excess interest, but I think 
conceptually we're probably all on the = same wavelength. Mr. 
Riddell, I think, in his question and partial self-response 
recognized the potential for flexibility within that concept. 


Mr. Gillies: Just as a brief supplementary, Mr. Chairman: 
Ken, what I think I hear you saying is that if the enrichments past 
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the retirement age are tied to or are part of the performance of 
the: plan: itself; you--havewno particular (objection —tom ite what 
you're concerned. about. is some artificial, guideline--CPI or 
whatever it might be; that the plan itself must generate the added 
funds that allow for post-retirement enrichment. 


Mr... Brandts, AS asssupplementary to..that.,. .-think the other 
thing, #you4 ressaying Jism thats voulse, .inysoppoesition 4 tomaescormeor 
indexation that does not have with it the attendant discipline that 
private plans would have, and I think you're pointing out something 
I made a comment on earlier in this committee which was perhaps 
misconstrued by some members when I talked about some federal 
programs that had absolutely no discipline within those programs at 
ali; : 


There was no intent to make them anywhere close to being 
actuarially sound; they were simply indexed to some particular 
target, and the amount of money going into the plan or to support 
the plan was simply taken from general taxation as opposed to any 
kind of pension investment. That's what I had said at some earlier 
point ,Mi£. lrecalv. 


E204 om. 


Mr. Meserve: The ‘teachers' ‘pension \plan-“with the’ eight 
per cent cap per year is one kind of plan that says, "Okay, we'll 
cap the eight per cent, but if there's a carryover we can spend 
thateight per cent; ifthe" inflation vatel is, let "s*say;,- less "than 
eight at some future year then we'll give you eight.cper scent." So 
there is a cap within the teachers' superannuation fund. 


Mr. Bentley: And there is within the public service fund. 


Mr. Meserve: Okay. 


Mreiy Lavelle: (--=thej» cap;s,Ingthinks maybe "indexing" nis, San 
unfortunate word, because it certainly provides the idea to people 
who are talking about or who may benefit by indexing that merely 
having that aspect provides some assurance that, regardless of 
whether the rate of inflation goes to 25 per cent, they're not 
going to suffer because they are protected under those schemes. 


I don‘t know the ins and outs of pensions at all. 1 Only say 
that if one is getting to the mind-set where everything is going to 
be indexed then we have no hope, Beally-;)* ofsecontrolling Seostss 
inflation or anything else that's going on in the country at the 
present time. 


Mr. Bentley: But the principle you outlined was basically 
the concept that the select committee was looking at, and that is a 
limited thing to start with. Maybe 15 years down the road it will 
betas different: thing &Ludon! mrknowsaButwitssha Starting point, and 
all it causes is a redistribution of that so-called excess, above a 
benchmark or a guide rate, to be utilized for a different purpose 
than it's presently utilized for. So it's really a distribution of 
that part above to start with, which could be made to increase, if 
that were the wish, over a period of time. 
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_ Mr. Lavelle: »Could= Io*just “ask a~question? “Inthe ‘public 
Service at the present time in Ontario are their pension plans 
indexed, capped at eight per cent? 


Mr. Bentley: Yes. 18 know that “because line Supposed, to 
have retired two years ago. But I'm not retired yet; I'm not taking 
advantage of that yet, gentlemen. I sure as hell intend to. 


Interjections. 


Mr. Lavelle: The proposals that are made by the 
commission would change that so that would be a flexible index. 


Mises Dene ley sali. is something I cannot speak to, because 
that is a different proposition. Whether the select committee in 
its final recommendations will suggest so-called indexation or 
augmentation through the use of excess-interest approach is 
something they would have to determine in the future. 


Mr. Chairman: ‘Gentlemen, if I may interrupt, we haven't 
Made recommendations in connection with the public sector as yet; 
that will take place in our final report. 


Mr. Meserve: I would like to make one more comment about 
indexing on the basis of a benefit-based plan. Let's say that you 
go out with a $10 per month per year of service benefit, and in the 
future has been negotiated for current employees $11 next year and 
$11.50 the year after. So a person goes out in two years' time at 
$11.50 per month per year of service. The retiree who goes out this 
year goes out at $10. He gets an increase, let's say, at the level 
of inflation at I2"per cent.“Heygets -$be20 tonehis $10; he now has 
$11.20. You compound that with another 10 per cent in two years' 
time, and he has a dramatically improved pension over the person 
who goes out in two years' time with a negotiated pension. 


Mr. Bentley: What you are doing in your current 
negotiations--and I have to look at your negotiations at least 
every second or third year, the results of them as far as pensions 
are concerned--is, in fact, through the negotiations you have 
provided a limited degree of indexing. 


Mr. Meserve: A limited degree of indexing, yes. 


Mr. Bentley: Okay. Liveyou look at ther concepts mor 
augmentation the way you described it or the way I described it, 
which are substantially the same, the concept is substantially the 
Same as what you are providing under your current programs, except 
wavis hlimitea ert G&S mNnoteetieds tol Chl sitecrs' snotiitied itoysome 
outside index that is uncontrollable on your part. 


Mr. Meserve: But an active employee under our present 
program might get $10, $11, $11.50 over that period of time. A 
retiree will not get the dollar increase; he will get 50 cents 
instead of a dollar. In two years, instead of 50 cents he will get 
25 cents. So the active employee goes out at $11.50 in two years 
time; the post-retirement increase has amounted to only jsecents in 
the same period the active employee got $1.50 more per month per 
year's service. That at is the concern I would have and that is why 
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I take the position I do on a personal basis rather than as a 
representative of APMA, because we do have a problem with a benefit 
based plan depending on how you use this or index or whatever, 
because it will affect our negotiations. 


Mr. Bentley: I am aware of all that. On page three, you 
Say the American competitors are vested after 15 years. Under ERISA 
there are three types: of vesting provisions. You can select one. I 
belreveisin -your dindustrymthe selection). if-ehnrecallicorsectlyynus 
the same aS in Canada, vesting after 10 years. 


Mraue Meservesinse Thereiois «the. .optiones.of pavestindmndt cetemsll 
years, yes. 


Mr. Bentley: I think that is what has been negotiated in 
the programs that have been negotiated with the auto makers. 


Mr. Meserve: That was negotiated, not mandatory by law. 


Mrewpbentleycaaves, ‘but it becomes part of ERISA once you 
have negotiated it? 


Mr. Meserve: Yes, once you have negotiated the 10 years. 


Mr Bentley: Therefore, until you change that and as long 
as it doesn't offend ERISA, that is what you have to deal with? 


Mr. Meserve: That is correct. 


Mr. Bentley: So the .15 years ,in your particular industry 
isn't necessarily true, although ERISA will permit if that is-- 


Mr. Meserve:.).But,.that,. isn't..an,,industry-wide «situation. 
That 1S a situation negotiated by the individual company. 


Mr. Bentley: As long as it meets the requirements of 
ERISA. 


Mr. Meserve: At 15 years. 


Mr «as iBentleys e.sOfen anys pone mtoftethendcthneews bemavon. have 
negotiated 10 years, in effect under ERISA that is what you have to 
observe. Here in Canada we just have the one rule, that is the 45 
and 10. I just wanted the select committee to know there is a 
difference. 


You also mentioned the difference between the 30-year and 
40-year funding arrangements in the states as opposed to 15 years 
in Canada. I think you should go back a little bit in history and 
explain this. When ERISA came into effect in 1974, they more or 
less followed the current funding practice in the states. Our 
legislation came in long before, at least 10 years before, ERISA 
and at that time we more or less followed the patterns that were 
established in Canada. They were different. 


You also had a different concept in the states that the cost 
of your OASDI programs are considerably higher than CPP and so on. 
Wnen you are talking about the additional cost of pensions, and 
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Since they are integrated in the states the same as you integrate 
the programs here in Canada; “the ~cost~ to. thes supplrer=> "1s 
considerably higher because of the much heavier cost which is 


around eight per cent now to the OASDI program as oppposed to the 
cost to CPP and Canada. 


When you add the two together, according to any studies that 
r have read, substantially. tnere isc wa, NeCckm.0ls a a7 lLOGy, OF 
difference between the cost for amortization over a 40-year period 
when you add in the additional cost of the OASDI program as opposed 
to the 15 year and the CPP costs. 


Mr. Meserve: You are also looking at different indexation 
of the two plans and you are also looking at, let us say the desire 
on the part of the federal government to dramatically improve the 
benefits and, therefore, probably over a period of time it would 
become more expensive, but that is a federal question. 


Mr. Bentley: I am just talking about the Situation that 
currently exists, which isn't quite explained in the program that 
you had. Built into the permission under ERISA to continue to use 
the 30-year and 40-year funding schedules, they automatically built 
in a guarantee: fund right at the beginning, under the guarantee 
Corporation. 


Mr. MeServe: Yes. For an insured benefit. 
Pies Olca sills 


Mr. Bentley: That is right. Also keep in mind that the 
funded ratio of negotiated plans in Canada has been historically 
higher than what they have been in the United States because the 
miilestnay Dewan little: bitustricten, soutmeney Ultinatemer rect eis 
better protection for the employee members of the plan. 


Mr. Meserve: The difficulty we have, you see, is that the 
negotiated rates, let us say, within the auto industry--the Big 
Three, General Motors, Ford and Chrysler--we have had to adopt in 


Canada the-- 
Mr. Bentley: You had to follow the patterns. 


Mr. Meserve: Yes. So in terms of the funding costs, they 
fund over 40 and we fund over 15 the same items. So eventually it 
iseqoings COscatCiaupelOrusS. 


Mr. Bentley: With respect to those negotiated in Canada, 
they must fund over the 15-year period. 


Mr. Meserve: That is right. 


Mr. Chairman: Mr. Mackenzie, did you have a question that 
you wished to ask? 


Mr. Mackenzie: The only thing I wanted to clear with you 
again, when you were making your comment about the indexing, is an 
area that is of some concern. It is an area where it may have some 
difference with your position on it. You mentioned at the same time 
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vesting, 
was misreading what you were saying. 


Mr. Meserve: I waS going to give 
did use the word wrongly. 


Mr. Mackenzie: I was 
without the lower vesting, 
not getting their benefits. 


just 


or you seemed to tie veSting into it. 


Simply going 
one of the problems is the workers are 


Il sane oot “Sure 2 FT 


him a kick because he 


onSithe \Fact senate 


attack on 


Mr. Meserve: Indexing is what he was talking about. 

Mr. Lavelle: I was making a strong concerted 
indexing, period. 

Mr. Mackenzie: That is all I wanted to clear, 


Glad mix t in. 
Mr. Lavelle: We will rue the day 
everything inthis country. 


Mr. Chairman: Further questions? 
gentlemen. We appreciate you coming before 
obviously been a very interesting morning 
committee. 


Mr. Lavelle: Thank you very much, Mr. 


Mr. Chairman: Gentlemen, the 


adjourned until two o'clock today. 


The committee recessed at 11:52 a.m. 


because you 


if we proceed to index 
Thank you very  ~Mmuch, 
us this morning. It has 


and very helpful to the 


Chairman. 


committee will stand 


Government! 
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The committee met at 10:16 a.m. in committee room No. 151. 
MINISTRY OF TREASURY AND ECONOMICS 
Mr. Chairman: I guess we should get started. 


We have your paper, Pension Coverage: An Examination of the 
Issues. I wasS wondering, Mr. Stouffer, if you would be good enough 
to take the members through that particular production. It might 
make it a little more understandable for our nontechnical minds. 


Mr. Stouffer: Okay. When we were here earlier, back in 
January, we gave you a set of tables on coverage. What this does is 
add some remarks to the tables and try to explain how the 
information contained in those tables should be used. 


I mentioned then that we were preparing quite a comprehensive 
paper on pension coverage in our area. This is not that paper--we 
haven't got it finished yet--but this is more or less a summary of 
the directions that paper will take. 


With those few remarks I will begin by going through the 
information contained here. I hope we would just go through them as 
briefing notes. You may recall my view was that the coverage issue 
had been exaggerated to some extent, and this document would 
Support that position. 


Starting off with the introduction, coverage has certainly 
been a central issue in the pension debate, but the severity of the 
problem and the adequacy of proposed solutions has been a highly 
Controversial area. The thesis of this paper is that the level and 
pattern of coverage we now experience is the result of rational 
behaviour and that, once placed in proper perspective, the real 
issue is whether individuals will receive the income replacement 
they expect. If the answer to that question is no--that CRP a ein vhs 
proposed reforms that you dealt with in the interim report of the 
select committee are not sufficient to provide a satisfactory 
degree of income for individuals who participate in voluntary 
employment pension plans--then it may be necessary to pursue the 
extension of mandatory coverage. 


Just to set out a few points here, the paper first gives an 
overview of the well-known statistics, summarizes the views that 
were made at the National Pensions Conference in Ottawa and also 
Summarizes the popular viewpoint regarding coverage. Then we 
develop what we call the market view of pension coverage, which is 
our primary thesis. The statistical evidence is re-examined in view 
of this perspective, and a comparison of the optimal versus the 
actual level of coverage is made. Finally, some available policy 
options are discussed. 
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I will move on, then, to the simple statistical overview. 
Along with the notes, we have reproduced the tables that you had 
before. The: first commonyrstatistic ~is thati.40 tper cent ote tne 
labour force participated in registered pension plans in 1978, and 
if you would take out those people in the labour force who are 
self-employed, unemployed or part-time workers that percentage is 
closer ‘to 54. That's set out in table sone, as (you Can sees there. 
Forty per cent of the total labour force was covered by registered 
pension plans; looking at paid workers excluding the self-employed 
it rises to 44.1; taking out the employed paid workers--that is, 
excluding the unemployed as well as the self-employed--brings that 
total to 47.9. Finally, just as a percentage of the full-time 
employed paid workers, the number is 53.8. 


In the second table we have a picture of how the coverage in 
pension plans has grown over time. In 1960, 28 per cent of the 
labour force were members of pension plans; by 1978 this had risen 
to 40 per cent. There are also some interesting statistics there in 
regard to the number of plans. You can see that in 1960--in table 
two, this is--there were 8,920 plans, and by 1978, 15,095. The peak 
was actually reached in about 1970 and has fallen there, presumably 
partly because of consolidation of companies and that sort of thing. 


Moving on, table three shows the coverage by sector--that is, 
public sector and private sector--for Canada and Ontario. The 
numbers we had were for Canada in 1978 and Ontario in 1976. You can 
see there that virtually all of the public sector employees are 
covered: 98 per cent in Canada and 94.8 in Ontario: but in the 
private sector you find that 30.6 per cent of paid workers in 
Canada are members of pension plans and 39.1 in Ontario. So Ontario 
has a significantly higher-than-average participation in pension 
plans. The key thing there, I guess, is that the coverage is much 
lower in the private sector than it is in the public sector. 


It has been a popular conclusion that coverage is grossly 
inadequate. Many view the lack of coverage by employment pension 
plans as the major problem with current pension arrangements, and 
this has been expressed by such groups as the Canadian Labour 
Congress and the CCSD--the Canadian Council on Social 
Development--the province of Saskatchewan and the special Senate 
committee on retirement age policies. Their contention is that all 
workers want to participate in employment pension plans and it is 
only luck or employer beneficence or a strong bargaining unit that 
determines whether or not they will be allowed to participate. The 
general feeling is that only by saving through employment pension 
plans can today's workers provide themselves with adequate 
retirement incomes in the future and that because of this there 
Should be some form of mandatory employment-related coverage. 


Although there is widespread appeal in this argument, 
Opposing viewpoints have been expressed by the Canadian Life and 
Health Insurance Association, the Canadian Institute of Actuaries 
and the Board of Trade of Metropolitan Toronto. By examining the 
characteristics of those who are not covered, the groups conclude 
that some people would be worse off if they participated in 
employment pension plans. Accordingly, they find that close to 75 
per cent of those who should be covered are, and that the problem 
is not as serious as it is often portrayed. 


3 


That brings us now, to a “statement: of what *the *market 
perspective 1s: the extent and distribution of coverage, the market 
perspective. Erroneously, many believe that the coverage issue 
boils down to whether it is desirable that there be coverage for 
L00°per cent of the work force. The actual fact is that we already 
have 100 per cent coverage by the Canada pension plan and the 
Quebec pension plan, so the real question iS not coverage but 
whether this universal source of retirement income is sufficient or 
whether it should be larger, and if it should be larger, how should 
that happen: through an expanded CPP or a mandatory plan? 


The only way to make a program provide more income to 100 per 
cent of the work force is through the Canada pension plan or a 
mandatory plan. We don't anticipate voluntary plans to be adjusted 
to provide 100 per cent coverage. But to restate that simply, we do 
have 100 per cent coverage through the vehicle of the Canada 
pension plan. The question is, is the level of replacement income 
provided by that adequate? 


In order to determine whether it is adequate we have to look 
at the sources of retirement income from the present system. That 
is, we have the government program, the old age supplement, CPP, 
QPP, the guaranteed income supplement and, in Ontario, the 
guaranteed annual income system; income from private savings such 
aS registered retirement savings’ plans; and then voluntary 
employment pension plans and real assets such as businesses, 
cottages and homes. All of these things figure into sources of 
retirement income, and this variety of sources provides flexibility 
for individuals to choose those combinations that best suit their 
needs. 


Because employment pension plans cost, either directly in the 
form of payroll deductions or indirectly in the form of lower 
wages--that is, lower take-home pay, fewer benefits or fewer 
jobs--some individuals choose not to belong to pension plans. 
Furthermore, some people, such as lower-income earners, who would 
be eligible for income-tested GIS payments, would be made worse OCLs 
if they were forced to save for their retirements from their low 
incomes. 


Finally, everyone has the opportunity to take advantage of 
tax incentives offered to individuals who save for their 
retirements. Those who do not contribute to an employment pension 
plan can pay as much as $5,500 into tax-deductible RRSPs. 


Ultimately, coverage by voluntary employment pension plans is 
rational, and any moves to alter this distribution would work 
against the preferences of those whom they would be trying to help. 
By re-examining the available statistical data and by drawing upon 
additional information the validity of this perspective will be 
demonstrated. What we are saying here is, our view is that the 
system as we have it now reflects the many different factors that 
operate in the economy, and now I will show how those are borne out 
through the statistics--that is, the empirical evidence. 


So this section, which starts on page eight, is to re-examine 
the statistics in the light of this market perspective, which says 
that employee coverage is at or near optimum levels. What this says 


a 


is that for the most part those who should be covered are, and that 
there are several good explanations of why some people don't belong 
to employment pension plans. 


The first set of tables, tables four through nine, examines 
the: warious statistics. Wweol belook Jirirst Jatetaple fours wenen cat 
table nine and then come back a little bit to five, six, seven and 
eight. The first table, which is a well-known table and a table I 
presented earlier to you, shows the participation of employed 
people between the ages of 25 and 64. 


In table four we have the total number of people employed 
between the ages of 25 and 64 at the various income ranges shown. 
Then we have the number who are covered by registered pension 
plans, RPPs, or RRSPs, registered retirement savings plans. We 
haven't separated those two groups out. This is taken from the 
Arnold Shell report to the Canadian Institute of Actuaries. 
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Looking at that you find that at the low income level--we're 
calling one half the average industrial wage low income--only 15.1 
per cent are in pension plans or RRSPs. Moving up to between one 
half and one times the average industrial wage you have 50.9, and 
aS you move higher the percentage covered becomes larger. 


Table nine gives you some kind of feeling for how many people 
are in those groups. This is based on 1976 data, and in 1976 the 
year's maximum pensionable earnings under the Canada pension plan 
was $8,300. So we find that 38.2 per cent of tax filers were at or 
below the year's maximum pensionable earnings. 


There was a fairly large discrepancy between the year's 
maximum pensionable earnings and the average industrial wage at 
that time. The year's maximum pensionable earnings was roughly 70 
per cent of the average industrial wage. But at the average 
industrial wage 60.7 per cent had incomes below or at the average 
industrial wage, and as you move up farther to one and a half times 
the average industrial wage, which was $17,850, 84.4 per cent of 
tax filers had incomes below that. You can see by matching up table 
nine with table four that there is a significant number of people 
in these lower-income categories. 


Looking at tables five through eight’ we find some 
mini-snapshots of the average incomes of individuals in various age 
groups. Table five has the income for married male Canada pension 
plan and Quebec pension plan tax filers. You can treat this as a 
Snapshot of what their earnings history could look like over their 
lifetimes. That's not really perfectly accurate, but it's not a bad 
proxy; it's the best we can do right now. Rather than follow the 
individual right through his career we take a picture in time, 
divide it into age groups and say that on the average an individual 
most of the time would follow in this pattern. 


You find that married males have incomes, on average, above 
the average industrial wage except for the years when their ages 
are between 18 and 24. So their average goes above the average 
industrial wage in each of the age cells above that. If you look at 
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the statistics below, you'll find that a relatively large number of 
the population are above the average industrial wage. For example, 
there are 1.254 million people in Canada working in the age group 
25 to 34, and among that group 807,000 are above the average 
industrial wage and 447,000 are below it. You will find that these 
individuals, married males, are for most of their working lifetime 
Substantially above the average industrial wage. 


It is not surprising that when you come to the next. table, 
table Six, of the single male tax filer, he doesn't have quite as 
large an income. It is this tax filer between the ages of 18 and 24 
and 25 and 34 whose average is below the average industrial wage. 
Then in future years he is only marginally above the average 
industrial wage. So being married seems to be an impetus to have a 
higher level of income. Bear in mind that we are trying to get 
these statistics together to give you a picture of who participates 
in pension plans, who does not and who should and should not. 


Mr. Riddell: Why should it be that a married person has a 
larger income? : 


Mr. Stouffer: Larger responsibilities. "A- “married” person 
will probably have a family to support so the pressure is there to 
get out and earn. 


ME. uRidodellsa Get. 4. . 30D,a4sSt LOCK gwuch colt j2and rake cine 
promotions as they come. 


Mr. Stouffer: Yes, that is what I presume would happen. 
Mr. Riddell: A single person is more mobile. 


Mr. Stouffer: A Single person doesn't have the 
responsibilities. He can get along with less. 


Now you move over to females, married female tax filers, and 
you find a very interesting picture. At no age does the female 
Married tax filer have an average income above the average 
industrial wage. You will see the graph there is well below the 
line for the average industrial wage. This group makes up a very 
large part of the uncovered group. It is also interesting that 
single female tax filers are still below the average industrial 
wage. Although they are above the married females, they are below 
the average industrial wage. So they too form a large part ofv that 
group in the uncovered working group. 


fr you etry. and “put together = in your minds the five tables, 
you come out with the obvious conclusion that the males have higher 
levels of coverage because they generally earn more and work more 
consistently. Few females earn more than the average industrial 
wage in any age cohort and this explains to a large extent their 
low levels of coverage. 


What we have done in the next series of tables, starting with 
table 10, is to take a look at the industry-- 


Mr. Mackenzie: Going back to table eight, that also 
describes why Single females are in the most desperate situation in 
society. 


Mre,,stoufters) Thatteuriont, 


Looking at table 10, by industry, we have taken Statistics 
Canada material here and tried to determine what percentage of paid 
workers . are ..covered: by ‘ithe “various --industries. Agriculture 
obviously has the lowest. Trade would include the retail business, 
and it has a very low level of coverage. But there are higher 
levels of coverage in things like mines, quarries and oil wells, 
that... sort . of . thing, where. there iS. .a. high» tlLevelm ofueunton 
involvement. Then in public administration we have 98 per cent. So 
that gives you a flavour of the types of industry that are and are 
not covered. 


If you combine that with the kinds of firms, the sizes of 
firms in table ll, you find that of the firms with plans there is 
Virtually 100 per cent coverage...for,.., firms -with «L,-000 for. more 
employees. That may not be too hard to believe. In fact, for firms 
with 100 or more employees it is not far off 100 per cent. We are 
talking about 92 per cent between 101 and 999 employees among 
Salaried and 84 per cent among hourly. So there is a very high 
level of coverage for firms with more than 100 employees, but it 
drops off for smaller firms. 


The lowest coverage is among employees of the smaller-sized 
firms. «Some, , 854. per. .cent,..ofj., the membership of the Canadian 
Federation of Independent Business employ fewer than 20 people. 
They have less unionization, they are concentrated in industries 
with a less-skilled, younger and more mobile work force. The firms 
themselves are younger. CFIB says that more than 35 per cent of the 
firms are less than five years old. Those firms derive less of a 
tax advantage from offering pension plans because it may not be 
very profitable, and they have less sophisticated administrative 
machinery. 
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They also favour money purchase plans. In 1976, money 
purchase plans averaged 26 members per plan and accounted for 45 
per cent of all plans, but only eight per cent of members. So that 
tells you a little bit about the kinds of firms that do not have 
coverage. 


Moving on to table number 12, coverage by age and sex in 
Ontario. Here, aS we move up, you can see that between the ages of 
18 and 24--students were taken out of this, by the way, as well as 
members of the armed forces--29.1 per cent of males and 24.6 per 
cent of females, or an average of 27 per cent, are members of 
pension plans. As you move up and get into the higher groups, ages 
on e008 p 250450 eDele Cent. ote theniin esenbit Only 44 per cent of 
females are covered. 


The table shows that younger people tend to earn lower wages 
and this explains the reluctance to join and the lower levels of 
participation in voluntary plans. In addition, we have the effect 
that females generally earn lower incomes and in some cases they 
work to supplement the family income, often towards a specific goal 
Such as to pay off a house. However, as their attachment to the 
labour force changes and becomes less marginal,.-so—too..will. their 
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preferences for pension protection. That might be an explanation in 
table 12 for the slightly lower level of female participation 
between the ages of 35 and 44. 


Mr. Brandt: Could you give me the explanation again as to 
why that figure for the female labour force is 35 per cent? 


Mr. Stouffer: That is the area where they are homemakers; 
where they probably have more part-time jobs, that sort of thing. 
They may just be a marginal attachment to the labour force. The 
career types will, of course, be going right on through, but there 
are a lot of peripheral people who may opt out to look after family 
during that period of time, but still keep a part-time job which is 
not covered with pension. That is one area of possibility. 


Mr. Brandt: I ask the question because we are, of course, 
looking at the problem of the dropout provision. That would appear 
to be the area where it impacts most heavily, where they have opted 
out of the labour force for family reasons or whatever, and then 
perhaps after the child-rearing years they have come back into the 
labour force. 


Mrs ohStouffers) 2 Yesvs «cvou “haved btolermemember:fethisah 1s fa 
Snapshot in time, but it is a basic scenario that perhaps gives you 
somewhat of a picture of what is happening out there. 


Mr. Brandt: Okay, thank you. 


Mr. Stouffer: Moving on, another thing we indicate here 
is the point that the plight of the current elderly female person 
should not be compared to the situation for the future female 
retirees because there is an increasing number of women in the 
labour force who are earning pensions. There is also the Canada 
pension plan to alleviate that. Women have a greater opportunity 
and also incentive to make their own provisions for retirement. So 
we see the current elderly female situation as largely a product of 
the social situation perhaps 40 years ago. 


Mr. Mackenzie: Can you actually make that argument 
though? The fact is that we have seen very little gain over a good 
number of years in terms of equality of income for women. Even when 
more of them are in the work force they are still the low paid 
workers. What you are going to end up with in terms of adequacy is 
the bottom rung of the ladder once again. I think we have made so 
little progress really in 20 years in terms of shrinking >the 
difference, and I am not sure you are going to narrow that gap that 
much in future. 


Mr. Stouffer: I would agree with you that there is a 
large gap remaining. We have obviously made some progress. The very 
presence of the CPP is a help for their incomes. The presence of 
Survivor benefits in the CPP will make the future retired elderly 
widow better off than she would have been 40 years ago. 


Mr. Mackenzie: Except for the CPP and OAS you still have 
two complete classes, an extremely low-paid class and a much higher 
paid class. That shows clearly from your tables and it is going to 
have an effect in terms of income. Another thing--and you may be 
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going to cover it--nowhere do I see anything in what you have here, 
other than a mention that adequacy as well as coverage is an issue, 
that gives us a handle on the fact that while the numbers you have 
may be covered with pensions we have no way of knowing how much 
they are actually finally getting out of their plans. We have had 
some awfully low figures, even in the guesstimates given to us 
there. In “other” words, some“ of “us'“right™ here’ have” been in tive 
different plans, three or four of which we will never collect a 
cent on. SO we may end up with a very small pension, even though we 
show as being part of those who are covered. 


Mr. Stouffer: We dealt with that just momentarily at the 
beginning when we said that the coverage should be effective. What 
we are trying to get at here in this particular paper is who can be 
a member of a plan. The next question is, how do you make that 
coverage effective to provide a reasonable rate of income. We will 
talk about that a little bit later. 


To examine these coverage levels we are going to look at what 
is optimal and what we actually have. So our. statistical 
examination has revealed that those who lack coverage are primarily 
young workers, mobile and part-time employees, female and 
low-income earners. Their lack of coverage is explainable, rational 
and is likely to maximize their utility. 


Mr. McClellan: What does that mean, the clause "likely to 
maximize their utility"? 


Mrs Stoufferss If they ~hads-a choice ~.to} join “aimpension 
plan, the young worker is probably better off not to. He needs his 
Capital, okay? I am saying he is making a rational choice here to 
maximize his utility. The lack of formal voluntary coverage does 
not necessarily mean these identifiable groups will have no 
retirement income. As discussed above they will receive some income 
from government sources. They also may be Saving accumulated 
assets, RRSPS et cetera. Also a point in here is that as they move 


through time many of them will move into covered employment as 
their income rises. 


Mr. McClellan: Sorry, I am just trying to follow you. Are 
we talking about the same groups as in your first set of categories? 


Mr. Stouffer: I am talking about the groups that appear 


in that first point--the young workers, the mobile and part-time 
force. 


Mr. McClellan: But you say in the second point that their 
lack of coverage is rational. 


Mr’. SStboulterwmino, sprtmis (explainable: 
Mr. McClellan: Okay. And you say in the third point that 
they will take advantage of voluntary Options. Is that not a 


contradiction? 


a Ore 0 ares 


Mr. Stouffer: No, we are saying that as these people go 
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through life they will perhaps pick up pension income or retirement 
income through vehicles other than pension plans. If they never 
belong to a pension plan they will have some savings, and they will 
be buying RRSPs and that sort of thing. Another point which I do 
not have down here is that as these people move through time they 
enter employment where there iS coverage. 


Let uS take table five for the married male case. If you 
looked at that as being a life cycle earning pattern, he TS >not 
going to have any coverage in the low income and low age years, but 
as he moves to those higher levels of income, it is very likely 
that he would be in employment plans of some sort. The people who 


are uncovered are largely young people. Those young people are not 
always the same ones. 


To just give you some feeling for coverage targets, if we 
eliminate certain workers we come up with different target levels. 
For example, supposing our coverage target is 100 per cent, but we 
would choose not to have those workers who are younger than 25 or 
older than 65. That would exclude 29 per cent and bring the target 
down to 71 per cent. Then if we took out married males who earn 
less than threequarters of the average industrial wage and single 
earners who earn less than one third the average industrial wage, 
that group would further be reduced by another 25.38 per cent, 
bringing the target down to 45.62. 


This is a very imprecise kind of calculation, but it strongly 
Suggests that the present levels are not far off the optimum ones. 
That is, if we felt it was undesirable to cover workers younger 
than age 25 or older than 65, and to cover low-income earners at 
the suggested levels there of low incomes as threequarters of the 
AIW for married males and one third the AIW for single workers, we 
would not have coverage too far below what we have now. 


Mr. McClellan: You managed to get rid of a number of your 
problem categories, but you have not got rid of your low-income 
women have you? 


Mr. Stouffer: “Among the one® third /caverage industrial 
wage, the single workers there that we take out, that is largely 
women, low-income women. 


Mr. McClellan: I just wanted to understand what you are 
doing here. 


Mr. Stouffer: Let us just go back. 


Mr. McClellan: Because it seems to me that you are being 
selective in who you are eliminating. 


Mr. Stouffer: I am eliminating them for these reasons. 
That is what we need to discuss. The first group that we are 
eliminating are persons younger than age 25 and older® thane65.- The 
reason we eliminate younger than 25 is that they have 40 years Lett 
of their earning lifetime when they can save for a pension. They 
have a high job mobility during that period of time, their 
attachment to the labour force is maybe questionable for students 
and that sort of thing, so let us just say we do not have to 
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provide coverage for under 25. Over age 65 they are most likely 
retired and they do not need to be accumulating pensions. 


The next group that we are taking out iS more--there is a 
larger judgement here. If you take out the married males who earn 
less than threequarters of the average industrial wage, that would 
be considered to be a pretty low income, and they will be already 
accepting government support in certain areas. For example, they 
would have, in most cases, free OHIP. Of course they would have a 
child tax credit, that sort of thing, where we are already 
subsidizing them. Forcing them to save for a retirement pension may 
not be all that desirable. 


The pensions that they presently derive through OAS, GIS, 
GAINS and CPP probably provide 100 per cent replacement, or close 
tLO.ait... Sia that..is. the..neasoning:. for. that. Groups. andnmai miner 
reasoning applies for single workers who earn less than one third 
of the average industrial wage. We are saying these people, their 
attachment to the work force is very small. These people are 
largely part-time females. They are working perhaps for specific 
needs. Having a pension income derived from that level of earnings 
may not be desirable. We are excluding those people. If you take 
that out, then you would find that the target for coverage should 
be about 45.62 per cent. 


We went through that gyration simply to give you some kind of 
feeling for a suitable target, because it seems very reasonable 
that it is not 100 per cent. 


Mr. McClellan: Can you give me a breakdown between the 
poor married males and the poor single workers in percentage terms? 
You have a total per cent for those two categories of 25.38 per 
cent. Can you break that down between the two categories? 


Mr. Ilkiw: We can generate it for you because the tables 
were Originally broken down by male and female classifications, but 
we do not have that at our fingertips. 


Mr. McClellan: Could you? 
Miwn Lakiwe aes. 


Mr. Stouffer: There is one key area that we have 
identified that does not have coverage but probably should and that 
is the middle and upper-income earners who work for. small 
employers. Rather than have a solution to the problem that is 
relatively, simplistic, . we.. should..target, it wsbetter anan direct 
efforts at particular areas of need. 


The conclusion that comes out of this is that the coverage is 
not aS serious a problem as is popularly portrayed. In fact, the 
distribution and level of coverage by employment pension plans is 
not too far from what could be considered an optimum leyel and in 
all likelihood reflects the choices and preferences of the labour 
force participants. By labour force participants, we can also 
include the employers. 


Whate wes rvreally= come to» is tane identifiication..ofs.what.awe 
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believe is the real problem and that is, is the existing coverage 
effective? That brings us to your point, which is that you can be 
covered by a pension plan but never derive a pension. That is the 
thing that has to be stopped. Is existing coverage effective, in 
other words, specifically, will individuals covered by employment 


pension plans receive the benefit that they expect and have planned 
for? 


Mr. Riddell: It seems to me we are kind of adopting the 
actLCudes; that .once poor .always. poor. The. thing —-—thart=—t— cannot 
reconcile is, why are you excluding the married males who earn less 
than threequarters of the average industrial wage and single 
workers? What we are saying is: "That's tough. You have gone 
through life working below the average industrial wage. You will 
have no pension coverage when you get older other than the old 
standbys, the old age supplement and what not." I think these are 
the people we should be concerned about. I just cannot see us 
Wiping them off the slate and saying, "Well, you are poor and that 
is the way you are going to spend the rest of your life." 


_ Mr. Stoutfer: That isS.a (way of .Looking .at1t., We were snot 
Saying, I do not think, that because you are poor you are going to 
Stay that way for the rest of your life. 


Mr. Riddell: Even in retirement, what pension do they 
have, Or can they even expect, other than the old age security and 
some of these things that are maybe going to provide the basic 
needs but no more? It is certainly not going to give them-- 


Mr. wStoutfer:. -There..are...two kinds gof.. classifications ,oF 
Deople. in that, group. The first, classification I-will-dealegwith ,is 
the person who is lifetime poor, all the way through. Existing 
government programs that we have would keep him at that same level 
for all his life. Whether he can expect to reach heaven a little 
Sooner for the Jast..few years of his Juife by. having ~an income 
higher than his lifetime level of earnings is a different kind of a 
question. I do not think that would be desirable. We are saying 
that for the person who is a lifetime low-income earner--all the 
way through his lifetime--the programs we have now adequately 
provide for him in retirement years. 
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But there is another class of person and that is the person 
who will move out of that status. When he moves out of that status, 
he would move perhaps to covered employment. What you want to be 
concerned about there is that covered employment really yields a 
pension when he reaches retirement age. 


For the lifetime low income earner, there is a big question 
in my mind whether he can afford, if he is at a level below 
threegquarters of the average industrial wage, a married worker at 
that level, he has no disposable income, he is already being 
subsidized. 


All we are. doing,» from a government perspective, is if he 
were to provide income for himself in retirement, our level of 
subsidy to him now would likely have to go up because if he would 
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be allocating disposable income to savings in his working years, 
that would simply reduce his benefits under guaranteed income 
Supplement and the guaranteed annual income system programs. 


Essentially, what government then is doing is if we have to 
Subsidize him for his savings during his working years he would not 
have as much GIS in later years, and we are simply prefunding his 
Gains payments. 


Mr. Riddell: “The. thing that bothers mée,, atfidesl—amecan little 
hesitant), €ven.,cexpressing: it, lest,” 1... be 4 consideredaitotabesea 
socialist, but here we have this low-income earner, who is there 
through no choice of his own, I feel. It is probably people we 
need--people who are maybe doing some of the menial jobs that have 
to be done--so he really has nothing to look forward to when he 
retires, just reliance on a government program to provide him with 
some basic needs. 


But here we have the guy, through whatever means, maybe he 
was able to get a better education; he was able to get a better 
job; and was able to make a higher income; and able to contribute 
to a pension plan; and ends up with a pension that is going to give 
him a higher standard of living. I cannot seem to accept the fact 
that we are going to put these low-income people into a category 
that can do no better in retirement--just be able to keep a roof 
Over their heads and buy a little bit of food--simply because they 
happened to work at jobs that have to be done and through no choice 
of their own they are doing that kind of work. I am sure this is 
socialistic philosophy, but that is the thing that bothers me. 


Mr. Chairman: I would not jump to that conclusion, Mr. 
Riddell. I guess you would have to be more specific but I would 
think you would have a concern about deducting from the meagre 
wages that they did make a contribution for a pension plan which 
would not really assist them in any material way when they did 
retire, in terms of income replacement. 


Mr. Riddell: I see both sides of it. I do not know at 
this point what the answer is. 


Mr. Chairman: You get married or get older. There are all 
kind of answers in there if you look at the table. 


Mr. Van Horne: Does one guarantee the other? 


Mr. Mackenzie: I am wondering if Mr. Stouffer can give us 
any better answer than Mr. Bentley was able to come YDS With oan 
terms of the amount of pension that you are actually likely to get 
in terms of the private pensions. We have had old figures from the 
congress that had it down as low as 10 or 15 per cent and I think 
the last figures we got from Mr. Bentley is probably more like 20 
per cent. Taking into account the number of plans you are likely to 
Den In and. never collect. from sine terme Of. ua pension, it seems to 
that adequacy is a major factor and is involved in the whole 
argument as well. 


Mr. Stouffer: I cannot give you any numbers of the LOD eOL 
my head. I would guess Wells probably got his from the royal 
commission. 


LS 
Mr. Bentley: Most of mine came from Quebec. 


Mr. Stouffer: All PES ety from Quebec. We have 
commissioned a study to take a look at reforms, what impact they 
would have, the reforms proposed by the interim select committee 
report, which is really an extension of the Sahin-Balcer study that 
appeared in the royal commission report. We can't give you 
absolutes from that. All we can do is give you indications of how 
things could improve relatively. I really can't say whether you can 
expect 20 per cent-- 


Mr. Mackenzie: My suspicion is that a hell of a chunk 
over and above the people who were just in effect discarded here as 
not being part of the target group, and which are the four, I 
suspect there is a sizeable chunk of those who are in the category 


that we have not discarded who really also, and part of this goes 
back to-- 


Mr. Stouffer: End up to be uncovered. 


Mr. Mackenzie: --reminds me of my constituency, people 
coming in who thought their pensions were adequate, who really now 
and for a number of years to come are in that category that has the 
coverage but which is far from adequate. 


Mr. Stouffer: That is exactly what we have identified as 
being the problem. We have to fix that so that the individual gets 
a fair shake if he does belong to a pension plan. The five-year 
vesting that is proposed will help. It won't do as much as one-year 
vesting, but I think perhaps we will evolve to even better 
Standards aS we move through time. It is very clear. That is the 
big question. 


Mr. Mackenzie: There are two questions, that and _ the 
people we are in effect excluding, and really, whether you like it 
Or not, condemning them to remain poor. 


Mr. McClellan: It is not an original argument with the 
committee. A number of business delegations have argued here that 
the coverage problem is relatively easily solved by eliminating a 
certain percentage of the population and saying? “that. they*”are 
basically outside the market. You have presented a very 
sophisticated formulation of the market perspective. 


For some of us, and even I guess for some of us at both ends 
of the political spectrum, if I may say, it represents a problem 
that you are eliminating such a large group of the population as 


incapable of participating in pension arrangements through the 
market. So they are relegated to the welfare sector. I don't think 


that is an unfair way of describing what your analysis is all about. 
Mr. Haggerty: What is your alternative? 


Mr. Gillies: The way I see it we are all heading in the 
Same direction in terms of what we would like to see. In the 
interim report, as David mentioned, we took some very tangible 
steps to remove barriers to people keeping their own money and 
having some benefit from the money that they themselves have put in 
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down the road, and so a lot of the problems that you and Bob have 
cited I think will actually be ameliorated somewhat by earlier 
vesting, portability arrangements and so on. The problems that Jack 
has raised-- 


Mr. Mackenzie: We are talking of 30 years down the road 
in most cases. 


Mr’ Gillies:” ofr dé’ 2 Bob, “*but®= what -/do «weil deri =the problem 
Jack has raised is we have an immediate problem with a certain 
"Class" of our citizens, and how do we deal with it. We looked at 
PURS and some of us came to the conclusion that in effect we were 
just going to be taxing back a lot of the benefit that the 
lower-income people get from OAS, GIS and Gains. CPP is certainly 
an option, but then you get into the cost consideration and so on. 


I think Jack has hit the nail right on the head, except it is 
going to take some real fine-tuning to come up with exactly what 
the answer is to address the short-term problem--because you are 
right, Bob, some of the things we did in the interim report won't 
become manifest for some years and in the medium and long term. 


Mr. Mackenzie: “I° am ‘not “even “sure when Swe “will get 
legislation-- 


Mr. Gillies: I would like to see it tomorrow. I would 
hope very soon. 


Lk) as ms 


Mr. Ilkiw: We were going to ask how you would solve the 
particular problem with the low-income earner. I think the response 
that I would have given was essentially given by the member over 
here; tthat if you “look 4 atonaniPindividdal “se Bwelfare over his 
lifetime, what you do is say, "What is his lifetime earning span, 
its present value and future income?" Any particular avenue that 
seems to solve this particular problem that you think these 
individuals should contribute must have some kind of nongovernment 
income tested retirement income when they get over age 65, you 
cannot help but lower their lifetime earnings. 


Perhaps the proper place to solve this problem--again, it is 
not a pension problem, perhaps a labour market problem--is to try 
to reduce the number of low-income earners. That is not a pension 
problem; it is a problem of other jurisdictions. 


Mr Haggerty: Increase the minimum wage, then, to a 
certain percentage of the average income wage. 


Mr. McClellan: One way of defining the problkem,: *ores"to 
look at the problem, would be to examine it and see it as a woman's 
problem. It is probably the position of women in our society. I am 
not sure that is a politically acceptable solution--at least, I 
hope it is not; I mean that quite Sincerely--to write off such a 
large constituency and say: "The market is working fairly well for 
most people, sorry it is not working for you. We are going to set 
up the most humane welfare programs we can afford and that is what 
you are going to be stuck with." 


15 


It may in fact be a politically acceptable solution but, as I 
Said, I hope it is not. I think there are alternatives which our 
committee will be looking at that place less reliance on the market 
and, secondly, less reliance even on occupation-based arrangements, 


and will rely more on universal programs, specifically on old age 
security. 


Mr. Chairman: Mr. McClellan, are you suggesting a welfare 
approach as opposed to a pension approach? 


Mr. McClellan: What you mean by welfare and what I mean 
by welfare are entirely different things, with respect. 


Mrs =Chalrmans I “donot “know. 


Mre*® McClellan: ~1I--doP='We ‘have =had “ discussions’ "over *the 
last seven years and I think I know what our approaches are. I have 
Nade=MVA"pOLNte -Le dado not want cto labour, It. ‘lo just “do not Want. Oo 
relegate retired women to a second-class status. It seems to me 
that if you rely exclusively on a market perspective, that is 
exactly what will happen. 


Mr. Stouffer: I think what we have been trying to say is 
that their income in retirement is somehow related to their income 
Guring their working lifetime. 


Mr. McClellan: Of course. 


Mr] “Stouffer: “The “second”? part’ of it" ’comes® out /"from = the 
fact that they get something from GIS and Gains. That is what 
brings in the second-class part of it, but, in a sense, they are 
second-class all the way through. If they have had very low incomes 
they have been subsidized through the tax system as well, but maybe 
not quite as obviously. 


Mr. McClellan: But you are going to have two problems for 
a long time, and the two problems will impact principally on women. 
The first part is the question of coverage, and the second is the 
guestion of adequacy. Even if our reforms that we identified as 
necessary in our first report were implemented today, it would 
Still take I do not know how long--you would know better than I--25 
to 30 years before the reforms in vesting and portability started 
to have any kind of impact at all. Even there, once the time tractor 
has worked itself through, there is still a problem of relatively 
low benefits to women, even those who are above one third of the 
average industrial wage who are included in the market arrangement. 


Mr. Tikiwea Gdustheask Fan @cCobservation,-Cwhat I “see “you 
portraying here is what I would consider to be an exceptional 
case--one woman at the age of 18 leaving school and employed at one 
third of the average industrial wage for the rest of her life, 
never rising above that, never getting married, never having any 
kind of family arrangement and becoming a bag lady on Yonge Street. 
T "think ‘that's a bit of an exception. 


I see women going through their lifetimes, and I observe my 
neighbourhood and other neighbourhoods, and they ‘are part of a 
family relationship and once age 65 comes up there is a whole 
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spectrum of assets. That particular woman who was earning that one 
third during her lifetime is probably married and there are family 
assets yin :the--form, ofvathouse-~ or a “cottage. There® could) sbeu the 
pension of the husband who might be a doctor or a civil servant, or 
could work for a manufacturing company. You have to look at the 
whole life cycle and how people relate. 


I don't think you can design a policy for rather exceptional 
cases. You have to recognize that people accumulate a spectrum of 
assetS ranging from OAS right up to dividends from blue chip 
Stocks. To zero in on one particular formal source of pension and 
Say this particular person, who is exceptional, only has one avenue 
of pension income, I think there are a number of fallacies in 
there. You have to step back and look at the whole spectrum of 
Savings available to these individuals when they retire. 


Mr. Mackenzie: How much of that saving can any of them 
do? There are 2,000 houses in Roxborough Park in my riding. 
Fifty-nine per cent of them are now single parent families and 
almost all of them, with a few exceptions, are in trouble. Their 
possibilities, along with a hell of a lot of other people, of even 
getting one of those diversified assets, a home--excluding them 
even, some of the young people in my riding--are going down. 


There is less likelihood today. than, there. was /five or. .10 
years ago that they will ever have a home as part of their assets, 
and when I see the number who are losing their homes after 14 years 
of living in them--one of the last families I had--then I know damn 
well they have got nothing in the way of additional assets. These 
2,000 people, of whom almost 60 per cent are single parents, are 
never going to have any money to save. It is a day-to-day 
existence, as it is now, so there is no way along the road that 
most of those people are going to save. 


Mr. Ilkiw: Then you are caught in a bind. Any action that 
requires them to save today can only lower their living standard 
today and thus you have to rely on some sort of floor income system 
once you are over 65, and they are already in place. 


Mr. Mackenzie: It's one of the reasons why (inaudible) so 
that you are not also seen to be a welfare recipient and there is a 
Stigma there, even for older people in Gains and GIS too, let me 
tell, you. “There -Vhas...got toe be -some dealing with our old age 
security as part of reform. That seems to be universally accepted. 
It seems to me it's a major component in whatever package we are 
putting together if we are serious about taking a look at these 
kinds of situations. 





Mr. Gillies: I certainly concur with what Mr. Mackenzie 
Said in terms of the plight of the single woman householder. So the 
question I bounce back is, if we identify that as a problem client 
group, which it most certainly is, and, as Bob pointed out, they 
don't have the capacity to accrue real assets to themselves and 
this “sort of fthing’ and,” generally Speaking, they are already 
largely dependent on public welfare schemes of one kind or another, 
FBA and dependants' allowance and so on, then the question becomes 
to me, if the system we are providing now for the maintenance or 
the assistance of people in that particular category is not the 
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best answer, do you gentlemen have any thoughts as to what might be 
improvements on it? 


As we have already said, the concept of obliging them to 
contribute to some sort of mandatory pension plan is_ probably 
detrimental to their lifetime earnings as it is, which are already 
severely pressed. What can we do that will improve the situation 


for them? I'm telling you, I don't have an answer. I don't know 
what it is. 


L220 asm. 


Mr. Stouffer: The concern seems to be that if you regard 
the levels of income provided through the guaranteed annual income 
system program as being an acceptable level then the problem seems 
to be how that income is perceived, and a second-class citizen 
Gomes “in. I ‘think’ -you have to -come to grips with -how much 
credibility that argument has. 


One thing you could do, perhaps, is to say, “Okay, everybody 
gets, let's say, $10,000 a year from old age security" and then 
have a very high tax-back rate on that $10,000. That would be one 
possibility: 100 per cent tax-back for Canada pension plan, let's 
say, and’ your first $5,000 of other income. That looks very nice 
from the perspective of getting rid of some of the stigma attached 
to welfare, but it creates disincentives, probably, in other areas. 
People would be very disinclined to have any form of savings. So Et 
seems that at any point when you come and target a government 
program to a specific need area I see no way of eliminating the 
stigma attached to that. 


Mr. Gitbies: Yes. It's interesting ‘that you “mention the 
wholeWearea’ of tax credits. I was. just talking to Mr. Brandt a 
minute ago, and if we identify that stigma as a major problem--and 
quite frankly, Bob, I'm not as convinced that it's a major problem 
as I think you are, because there are a lot of people in my riding 
who contact me about obtaining various kinds of assistance, and a 
lot of them just say to me: "Look, these are the circumstances I am 
in. I require the assistance; my family requires the assistance," 
and full speed ahead--that sort of thing. Yet I can see that that 
perception certainly might be real among some of them. 


What about the whole area of tax-back, tax credits, and that 
sort of thing? Do you feel that enough work has been done tn*tChes 
area by the two levels of government as to how we might improve the 
lot and, somewhat higher up the income scale, offer further 
encouragement and incentive to people to save for their own 
retirement through the use of selective tax policy? 


I have said more than once that I really think some of the 
steps the federal government took in the fall worked absolutely 
counter-productively to the espoused policy of the federal Minister 
of National Health and Welfare. On the one hand she has identified 
the major problem in this country as pensions and _ people's 
retirement incomes, and on the other hand Mr. MacEachen has removed 
several incentives for people to save for their own retirement. 


So tell me, is there a body of material on this area of tax 
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credits of which the committee might be unaware? Is there any work 
done on it that we should look at? 


Mr. Stouffer: Some years ago we had the negative income 
tax work undertaken with the provinces and the federal government. 
AS a policy it was not accepted at that time, probably for the 
disincentive reasons I've mentioned already. Of course, they 
extended not just to retirement income but also to pre-retirement 
income. I suppose we could dig that up again. It's available in the 
library. 


Mr. Gillies: It wasn't received with open arms at the 
time. 


Mr. Stouffer: No. 


Mr. Ilkiw: There is a fundamental problem. First, <apyou 
should be aware that we do have a negative income tax system for 
the aged, and it's called the guaranteed income Supplement. It has 
a tax-back rate of 50 per cent; so if you quality coforpethenGgirs 
maximum, for every dollar you receive from other sources of income 
they take 50 per cent of your GIS away. 


Mr. Gillies: Actually, I'm thinking more a5 
pre-retirement. 


Mr. Ilkiw: Pre-retirement? 


Mr. Gillies: Yes. I'm still thinking in the direction of 
what we might be able to bring in that does encourage people to 
Saverforethat periodwoft time. 


Mr. Ilkiw: I think in the income tax stats, for example, 
the clearest example of voluntary saving for retirement is the RRSP 
program. I think it is pretty obvious that the tax advantages 
accrue to the high-income earners because of the deductibiityer t 
myself do not think the little wrinkle about not allowing interest 
paid on moneys borrowed for RRSPS is much of a disincentive in 
light of the actual dollars you get back if you are at a high 
marginal tax rate. I think that is the actual pivotal point. 


You could restructure that and rather than having it 
deductible you could give an income earning, tax credit sy You could 
give a tax credit to people at the low income level who contribute 
to an RRSP and then reduce the tax credit as income rises. Then 
what you have there is an incentive for the low-income earners. 
Part of their money or RRSP is being financed by the government the 
way it is at the higher marginal rates. As you go up the higher 
scale, the tax credit starts to decline. 


Because of the fact that these individuals have higher 
disposable incomes, they are accruing a variety of assets, the 
incentive to accrue isn't necessarily as great. Indeed, just 
because they have higher disposable income, they are going to have 
higher assets when they retire. So in some sense you could argue 
that the incentive to save is misplaced if you want to follow your 
particular avenue. 
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Mr. SCOULLer se stWhateeedOhhes LS | calsomecsaving cod ld. veralse 
another problem we have to consider, in that if you do give an 
incentive to save to the low income groups it amounts to a tax 
expenditure. Then you say, "Why are we spending it here for the 
people who are the low-income workers, when we could be spending it 
in benefits to the people who may need it in retirement now?" 


ame Start to come up. You essentially end up funding it some 
place. 


Mr. Mackenzie: I will ask you the same question I have 
asked *la*numberrwon, Cimess @Whaty.1s the possibrlitys of Poetting 
accurate figures on what currently a person is actually likely to 
receive on his various pension schemes? 


Mrs Stoutfer: The’ best materirar 1 have’ rs” in-stne “royal 
commission for the existing system and I guess in the Lazar report 
as well. It has the number of years of pensionable service that you 
Can, on average, accrue over your working lifetime and under the 
present rules. How that translates into dollars, I cannot really 
tell you. 


Mr. Mackenzie: I think we had a figure that it would 
probably cost $20,000 or $25,000 to try to pull it off. 


Mr. Bentley: That was the figure that was estimated to 
me, yes. 


Mr. Stouffer: Our study will be public when it 1s made 
public. Again, it will be comparative--where we are at today 
compared with where we will be tomorrow. 


Mr. Mackenzie: That is a very important component over 
and above this target we are talking about in terms of what the 
adequacy is and I suspect it is damned low. 


Mr’. Stouffer: iiss certainly is under the present 
arrangements, but I do not think that needs to be. 


Mr. Ilkiw: I think just as an observation, if you are 
pursuing these statistics, you have to put each statistic into some 
particular framework. 


Mr. Mackenzie: It may improve five, 10, 15, 20 years down 
the road. 


Mr. Ilkiw: A number of efforts have been undertaken by 
the Lazar committee and by the royal commission to simulate what 
would happen under different vesting rules and they assume 
different mobility rates. That is termination rates from plans. 
They run through the system and find out exactly how many years the 
pension of the service, on average, would be accrued. But you have 
to look at the assumptions associated with each one of these 
simulations. It gives you a feel for the dynamic qualities of any 
particular reform that you consider. 


Also, the Lazar report, which was the path breaking, I guess, 
brought in additional assumptions about unemployment, the extent of 
coverage, the extent of part-time workers. They generated some 
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figures. If you look at the Lazar report or actual statistics 
generated today, and the report and the figures that come out of 
the royal commission, they are all going to give you a different 
perspective. You have to know what assumptions and what historical 
events underlie them, in order to actually put the right amount of 
weight on each of the figures. 


debts Ouest» 


Mr. Brandt: Could I get back to the RRSP for a moment and 
a comment you made in response to Mr. Gillies' questions? I think 
what you were saying is that the interest deductibility was not a 
major factor, if I read you correctly, and I guess primarily you 
came to that conclusion because the RRSPs are mainly attractive to 
those people who have disposable income and can afford to purchase 
them. Do we have any kind of a handle on what percentage, in a 
global sense, of RRSPs are purchased by people who are required to 
borrow in order to take advantange of that particular plan? 


I only ask that question because there has been a great deal 
of newspaper comment about how devastating this is going to be to 
RRSPS. I really have not come to grips with it myself, as to 
whether or not it is going to be critical or whether it is not 
going to be serious. Our committee did talk about it at some 
length, to the extent that we were thinking about discussing with 
the federal government the possibility of reimplementation of that 
particular interest deductibility factor in order to get that back 
into the system again. 


Mr. Ilkiw: I do not have any numbers and I do not know of 
any statistics, offhand, that will allow that, except going to the 
individual banks. My observation is a purely personal observation 
from an economist's perspective. 


Mr. Stouffer: I saw some statistics just after the budget 
was brought down that would indicate that roughly 70 per cent of 
the persons purchasing RRSPs borrowed for that purpose. What was 
not clear was whether they had to borrow for that purpose, or 
whether they borrowed because of the interest deduction which gave 
them a bit of leverage. I personally am one of those who does that. 
That was one factor. 


The concern then would be, if you Dut. .that.. Oniea.a «Very 
Superficial plane, perhaps the cash flow to RRSPs would go down 70 
per cent because you did not have the facility to borrow through 
the interest deductibility. That is not really the case because you 
Can still borrow for an RRSP. 


What becomes attractive is the fact of, say, putting in 
$4,000 and your 50 per cent marginal tax rate. The tax advantage of 
putting in $4,000 and getting $2,000 back in a few weeks--if you 
are lucky--generates a lot more interest than the fact that the 
interest you would pay on the money to borrow that would be tax 
deductible. I think that was clearly a tax dodge that was being 
used by a great many people to play both ends of the game. I really 
do not believe it is going to have a very significant. impact.on the 
moneys flowing to RRSPs this year. 
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Mi. Sib panudtssn YOu would not encourage this committee to 
take a strong stand with the federal government opposite that 
particular change? 


Mr. SLOULLerD S.-i ietivs snot wereally srtore. Mes “tOeeUCkin- Cie 
committee what to do. But my personal view would be that-- 


: Mr. Brandt: You are answering questions much like Wells 
oes. 


. Mrs “=chatrman: “Thoughtfully, 9 and @ wrth a e-great™ "dear. -oL 
wisdom. 


Mr. pentiey; 7Withaar lottotetbuts.= 


Mr. Brandt: Some of us are concerned about that 
segment--I do not know whether it is covered in your statistical 
report here--but as an example, in the retail sector there 1s a 
very low level of coverage. 


Mr. Stouffer: Fifteen per cent. 


Mr. Brandt: That was the second lowest group that you 
reported on; the agricultural community being the lowest and then 
the retail sector. 


Mr. Riddell: Agriculture always gets the short shrift. 
Mr. Brandt: We'd better look after us farmers, Jack. 
Mr. Riddell: You bet. We are going to do our best. 


Mr. Brandt: The point I wanted to raise is how effective 
the loan problem is as it relates to RRSPs for that Bartacucan 
segment of the market. Does your 15 per cent relate to owners as 
well as employees, or is that only employees of those particular 
establishments? 


Mr. Stouffer: Owners are not included. My guess would 
be--and 1 don't have any statistical evidence on this--that the 
owners of those establishments would also have a relatively low 
level of coverage. They wouldn't be on pension plans because LOLs 
very unlikely that they would be in a pension plan. If the 
Statistics were based on 1978 or 1977, they would not have been 
able to have a pension plan. 


Mr. Brandt: So they lean very heavily on RRSPs. If it is 
a given fact that a goodly number, according to the figures that we 
got from the business community that have come before us, are in 
many instances marginal, they are relatively young businesses, 
relatively small, and they do not have pension plans. You take all 
of that and there is a vast number of people out there who are 
owners who are also not covered by pension plans and who require 
Some incentive. We were trying to address that group as well, and 
trying to come to grips with those people who are not covered 
adequately at the moment. 


I just wondered how much of a problem it would cause by 
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removing that interest deductibility. You have indicated to me that 
it is not going to cause a problem, but if they have a marginal 
buSiness and do not really have a very substantial profit, when 
they get to the end of the year and they are going to attempt in 
some way to get into a pension plan for themselves through an RRSP, 
then in many instances they may be required to borrow; I don't 
know... The figure.of 7U\ per cent. 1S. "pretty  hign,, WUC ow manvecc. 
those are in need is questionable, I agree with that. 


Mr. sStouffertou They «can pstille bomrowss> They asustyusicannesc 
deduct the interest. It is a funny thing. I would suspect that not 
being able to deduct the interest will be a positive in that the 
people will pay off those loans much more rapidly. 


MrsoiGilldessach . havew a Supplementary to that, and perhaps 
Mr. Riddell can help me. I would have to think an awful lot of 
farmers have RRSPs. Is that right? 


Mr. Riddell: They did have when they were able to use 
that interest deductibility, but I don't know. 


Mr. Stouffer: They have to have earnings before they can 
have an RRSP. 


Mr. Gillies: That is what I am wondering. With the state 
of the agricultural economy these days, I happen to think that 
little loophole closing in the fall actually hurt a lot of farmers 
because they are not generating real income. 


Mr. jStouftfer: That's, sight. “Thea RRSP. fore-asetow-income 
farmer has no attraction at all. His attraction for retirement is 
the fact that he has a farm. He will sell that farm at some point 
and that will provide his income for his retirement years. 


Mr. Gillies: Hopefully he will sell the farm. Even that 
is questionable these days. I just brought that up because Andy was 
talking about small business, and the participation Lox 
agriculturers is much lower. 


Mr.« Brandt: <IG. is. almost.nonexistent<.) It) lec less tthan fone 
per cent. 


Mr. Chairman: Mr. McClellan, you had a question. 


Mr. McClellan: Actually, Mr. Mackenzie solved the major 
problem I was having with some of the statistical stuff. I have a 
second question about the specific initiatives that were outlined 
on page 20. 


Minn Stout fiercsesWeacdid .wnotarget mintostchatios Dids VoOusewalu oO 
do that? jh..can igbuthrough tit shore you. 


Mr. McClellan: I am interested in that, yes. Es 

Mr. Stouffer: We have got through the policy. options, I 
guess, and we just came down to specific initiatives. These things 
were just thrown out as being representative, I guess. 
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Mr. McClellan: Before you do that maybe you could finish 
off the policy Option section in terms of your anticipation of the 
kind of time frame we are talking about for an assessment of the 
adequacy of the kinds of reforms that there seems to be a consensus 
around, the, kinds:.of ireforms::-thats.are-outlined- in oun first report, 
which the Treasurer has indicated-- 


Mr. Stouffer: Are you talking about the statement where 


he says that the three-step approach after we have been able to 
assess-- 


Mra McClellan: Yes. 
Mr. Stouffer: We are not talking 47 years, I don't think. 
Mr. McClellan: What are we talking? 


Mr. Stouffer: Probably three or four, something like 
that. I think you can gain a pretty good feeling, after the thing 
has been operating for rather a short period of time, how effective 
it is going to be. What will happen is that the plans will make 
their changes; there will be reactions; there will be the mutual 
life approach where benefits will be adjusted formulas are adjusted 
to keep the same dollars flowing in. 


I can see a progression of improvements. Five-year vesting is 
not the end position, I am sure. I can see one-year vesting perhaps 
four or five years after five-year vesting has come in. 


11:40 a.m. 
Mr. Mackenzie: Three years is what we recommended. 
Mr. Stouffer: Whatever. 


But the point is that there will be patterns developing by 
which you can predict how effective the improvements that we have 
made to the private system have been. You will also get a pretty 
good handle on whether or not the coverage goes down and plans are 
terminated because of the improvements. You will know pretty 
quickly about how wide an impact that will have. It could very well 
be that the coverage would improve if the plans are more acceptable 
and desirable to employees. 


Mr. Mackenzie: I do not suppose you are making policy, 
but are you saying in those comments, in the second paragraph on 
policy options, the position of Chews, Treasuryas, Leveathate the 
improvements we have already recommended and any further minor 
improvements that we may make are as far as we want.to go.and the 
major decisions, such as CPP, PURS and OAS, are something we should 
be looking at in three or five years? 


Mr. Stouffer: The official position the Treasurer has 
taken is essentially that we should make the improvements exe) 
private employment plans to make them more effective and then take 
a look at the CPP. So if that is what you are asking, then that is 
the position. 
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Mr. Mackenzie: In other words, we may be wasting our time 
here altogether if that is the line that is going to come down. 


Mr. Brandt: You might be wasting your time, but some of 
us think it is a very worthwhile exercise. 


The only concern I have about what You, "Mr... “SCOuLrEer’,*~ are 
Suggesting is the affordability of it. I am in favour of everything 
that will help the individual who is not being covered or who has 
difficulty, but at the same time I want to make absolutely certain 
that we can afford what we are going to do; that's all. It is very 
Simple. 


Mr. Mackenzie: The light is late coming on but, all of a 
Sudden, I think I know your position. 


Mr. Brandt: Well, I don't think you do. Maybe some of us 
don't know it yet. We are waiting for the final BRevOr teases but it 
together. 


Mr. Chairman: I guess we will all have an Opportunity to 
read Mr. Brandt's minority report. 


Mr. Brandt: There was one last time; there may be one 
again. 


Mr. Gillies: The last one was enjoyable. 


Mr. McClellan: I had interrupted Mr. Stouffer. He was 
going to deal with the specific initiatives. 


Mr. Stouffer: Those are just some representative things. 
If you are to develop policies that would improve coverage in 
target areas--for example, among small business--then you might 
want to bring in a plan like the Canadian Life and Health Insurance 
Association proposed, a simplified, streamlined pension plan that 
had everything pre-cleared, had got around all the _ red-tape 
problems and the administrative problems, that sort of thing. 9 That 
would be one initiative that might be a suitable way to help 
improve coverage among those people. 


Mr. McClellan: This is again to cover the group **thnates I 
think you had identified, which is middle- and high-income earners 
working for small employers. 


Moo “otourter: “fyesi*= then for. small employers there could 
be some kind of tax incentive. 


Mr. McClellan: But presumably not LOr average- and 
low-income employees working for small employers. 


Mr. Stouffer: There might be spillover effects there, but 
no, we do not think they should be for very Low-income workers. 


When we talked about those four kinds of assets~--remember, 
there was a lot of capital assets and property assets--the property 
assets could be turned into income through first mortgages; the 
extensive use of joint-survivor options in pension plans in place 


25 


would be significant. We have already dealt with that issue. 
Allowing part-time workers to be members of pension plans would be 
a desirable thing. We have indicated here that it would be a 
voluntary thing. They could join if they wanted to, but you might 
want to go one step further and force them in. 


Mri IBrondusuer is: thererenot, gai problem, with “that. last: “one? 
Most part-time workers look at their employment as a means of 
Supplemental income and do not look at it as a period of time when 
they are putting away for their retirement, or whatever, until they 
get on into later years when it becomes a somewhat more critical 
issue. By that time, many of their earning years are behind them 
and it is a little late and it causes some difficulty. You would 
think some kind of a mandatory requirement for the permament 
part-timer, those who are in the work force on a regular basis, 
would be a move in the right direction. 


What would your opinion be on that? I think a dose of bad 
medicine at an early stage might be of some value to some of those 
people because they will not voluntarily get into a plan? 


Mr. Stouffer: There are several ways of approaching that 
one. First, I believe they should have the right to belong if they 
want to. You might say they have to belong once they reach the age 
ofe 35. Alternatively, “you could°"sayterierthey: have savedurable 
relationship with their employer--durable being defined as work for 
two years half-time or one-third-time--they would automatically go 
on. 


I think you have to be a little careful as to forcing them in 
in certain periods in their working lifetime. But I cannot see too 
much of a problem after some predetermined age like age 35. Once 
you get to that age, if you are part time, you must be-- 


Mr. Haggerty: While much discussion is’ going ‘on,’ Mr. 
Chairman, are we actually addressing the problem that is before us? 
I am just relating to the number of persons. Let us look wat “the 
number of persons who come on to the educational system. We DULL 
Schools and now we are closing them down and phasing them out 
because there is not a sufficient number of students, following the 
birth rate decline. 


MreoeMcClellanz©9 Sorry je rtcould: Miovhaves ‘ani *answer<“covomy 
question? 


Mr. Haggerty: As much aS we may be mandating new pension 
schemes, there would be none that is going to become mature in the 
sense of being sufficient income for a person to retire on. 


Mr. Chairman: Mr. Haggerty, in fairness to Mr. McClellan, 
he did have the floor and he was-- 


Mr. McClellan: I was asking Mr. Stouffer a question. 


Mr. Haggerty: I thought hetd wastiatilatties biteislowszian 
responding. 


Mr. Chairman: If you would not mind deferring to Mr. 
McClellan-- 
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Mr. McClellan: I would certainly like to ask the 
committee to give Mr. Stouffer the courtesy of going through the 
final point in his’ brief--the specific initiatives--and an 
explanation of each of the points. 


Mr. Stoutter: “I think “1 covered. theneab: 


Mr. Chairman: Yes, you did. 


Mr. Haggerty:That 2s, right. 


Mr. McClellan: On reverse mortgages? 
Mr. Stouffer: Yes, I mentioned that. 


Mr. Riddell: I . would qnoto« mind). your elaborating on that 
because I am not sure what you mean by reverse mortgages. 


Mr. Chairman: Like your tax bill, it keeps getting bigger. 


Mr. Haggerty: That is the reason I was responding to the 
mandatory coverage. 


Mr. Chairman: Mr. Stouffer did go over these items. Are 
there some specific ones that-- 


Mr. McClellan: I am sorry, I must have missed that point, 
but I do not understand the reverse mortages proposal. 


Mr sewotounters.) lLiowyoug: recall: asthe: searlier pakte yOL our 
paper, it said there were four or five different ways of saving for 
retirement and one of them was the accumulation of 
property--houses, cottages, whatever. It could be possible to turn 
that capital asset into a stream of income through the reverse 
mortgage arrangement. The person may still live in his house, but 
the mortgage payments would be made. 


Mr. McClellan: When would you take the valuation? At the 
beginning of the payment period or at the end? Maybe you could 
explain in a little more detail how that would work. 


ur. »Stouffers Ones optionalsofusecourse, tia. toansell your 
house--this is not a reverse mortgage--and take a mortgage back and 
take payments on it. A reverse mortgage is something like that, 
except that after you sell the house you live in it for a specified 
period of time and payments are made to you. When you get to a 
certain level, somebody else takes over the house. 


Lis50' vacm. 


Mr. McClellan: All right; but normally mortgages are 
renegotiated--let's say after five years--in order to take into 
account changes in value and interest rates et cetera. What kind of 
arrangements are built into reverse mortgages, or is there anything 
like this? I assume it is a one-shot deal. You make the arrangement 
and then you have the annuity for as long as you live. 


Mr. Stouffer: That is the way we think of hha. ves plebut 
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the marketplace determines a lot of these things. Maybe if that is 


not an acceptable way of doing it, something else would be worked 
out. 


Mr. Van Horne: Is this actually happening now? 
An hon. member: Not that I am aware of. 


Mr. Tikiwts The “Bhconomice Councils Of 1 Canada- “did. assscudy #as 
a background for (inaudible) and reverse mortgages are active in 
England and in Germany. If I remember the basic nature, they would 
be renegotiable. If the asset appreciated over the lifetime of the 
retiree, the difference between the price and the actual market 
value when the individual dies goes to the estate. I believe also 
that they have different provisions written in that the children, 
if they so desire, would have first claims on purchasing the house 
from the original purchaser. 


Theretare alh sorts “of different ways of doing (1t7 ButeLeayou 
look over the different approaches to retirement income and you 
Look, atthe: plight “of elderly women today, a. lot of them-retired 
before the retirement income systems were put in place. They 
retired before employment pension plans matured or started to 
become popular and when one of the principal sources of retirement 
income was actually living in your own house. That was their 
principal asset; indeed, that was their annuity. I guess in the 
absence of government programs such as OAS and GIS these items 
would have been sold or perhaps the family would have moved in and 
there would have been transfers between the family members. 


But now, paradoxically, we set up systems that allow them to 
stay in their homes and we give them a stream of income, so they 
have this asset locked up that traditionally would have been 
liguidated and provided for their retirement. 


Mr. Van Horne: Did the economic council talk about this 
with the trust companies in the money market here in North America? 


Mr. Ilkiw: I am just going from memory. I can look at the 
study and find out the actual specifics. I do not imagine Zt us 
very popular in Canada just by the response I see here. 


Mr. Riddell: Is it a speculative market as far as the 
purchaser is concerned? Why would someone purchase a home or a 
piece of property with the idea that maybe 10 or 12 years down the 
road he might be making some kind of a deal with the children of 
the person who owns the house that they are going to be able to buy 
thateoacnk. 


Me. SilkiwfbiWellys Plamagine Mthateert Sthe™@ purchaser’ ws fin 
it, he must be in it for some reason--to be socially responsible. I 
imagine there is a profit in it the same way there is. a* protatein 
actually being a mortgage broker. You serve both sides of the 
market. 


Mr. Chairman: Are there any other questions? 


Mr. Riddell: We are becoming a gambling society. We have 
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all the lotteries in the world, everybody is gambling on an easy 
way Of making money. 


Mr. McClellan: I have a question that has to do with Mr. 
Stouffer's comment about the credibility of--I don't want to put 
words in your mouth, but I think you’ were questioning the 
credibility of criticism of the adequacy of Gains. 


Mr. Stouffer: I was talking about the perception of Gains 
as a stigma of welfare. When you talk about a program, I do not see 
any way around the stigma part of it. 


Mr. McClellan: I understood what you were Saying about 
that. I thought you had made some comments about the adequacy of 


Gains rates. 


Mr. Stouffer: No, I hadn't. If that slipped out, I had 
not intended to say that. I am making the assumption that Gains is 
adequate or it should be. 


Mr. McClellan: One or the other. I guess it is. the 
majority of the committee's view that the rates for Singles 
certainly are not adequate. My problem is that I don't know whether 
you can ever get means-tested programs that are designed for a 
minority of the population who can't take advantage of market 
options. When you design programs like that with the market for the 
majority and the means-tested programs for not a small minority, 
but a relatively large minority, I don't know whether you can ever 
get adequacy built into the means-tested programs. 


Politically it becomes easy to ignore the minority group, and 
I see that reflected in all kinds of means-tested programs that are 
consistently set at levels below any objective measurements we have 
of adequacy, below the Statistics Canada poverty line, low-income 
cut-off line, or whatever measure you want to use. Programs are 
always set below it. The only exception in all of the range of 
programs, I guess, is the Gains rate for married couples which, in 
the last year or two, has managed to creep up above the StatsCan 
low-income cut-off line. Whether it will maintain that position is 
anouner guestion. /le 1s a akind sof melancholy forecast I have-- 


Mr. Stouffer: I think too you have to remember that there 
are a lot of in-kind programs available now. In some of those 
comparisons of the singles, we add in the free OHIP and measure for 
the free drugs and all that sort of ENLNGe. Lt. ebr ings. Ups ethe 
comparability, but what is left out is the income SUDDOr ty. fOr 
rental accommodation and that sort of thing. 


Mr. McClellan: Precisely. If you are lucky enough to be 
in subsidized housing and have OAS, GIS and Gains plus the other 
benefits, then you are relatively well Offoe but, ft oyouware. trying 
to.live, in -aymarket housing situation, on whatever it Ss aes Oli a 
year, God help you. 


Mr. Chairman: Are there any other questions? If not, 
thank you very much, gentlemen. We appreciate your view in the 
paper you were good enough to provide to the committee and it 
certainly will be of help to us, probably of more help to some than 
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others. Thank you again. 


Mie Wit ibams: vi mesons Mr ee Chairman, . 1 .nave “~JUust-one 
very quick question to Mr. Stouffer. In table two, Mr. Stouffer, 
the number of plans were actually reduced in 1976 and 1978. Was 
that because, as I think you said earlier, there were fewer plans 
but a larger number of participants? 


Mr. Stouffer: The number of participants grew. As to why 
the number of plans went down, Wells Bentley probably can answer 
that, but I suspect it largely has to do with the amalgamation of 
companies-- 


Mr. Bentley: A very large number of them went out of 
existence in the late 1960s and early 1970s because--I have lost a 
tooth, so if I have to speak with my tongue between my front teeth, 
I am sorry--the old top-hat arrangements were counted as plans. So 
they gave us a high number of plans, the 16,000 that we had, but 
approximately 1,000 to 1,200 of those plans disappeared. They were 
principally shareholder, what we called at that time top-hat, 
plans, because of the change in the income tax. It did not cause a 
great number of people to become uncovered because most of those 
plans were for one, two or three people. 


We have seen a drop-off in plans. We have seen an increase in 
coverage. I think principally because people have moved into the 
larger corporations we have found the increase in the number of 
employees within government, within the larger corporations and so 
on, and this subsequently led to the increase in coverage. This is 
themoniy thing that Iocan really specifically --= 


Mr. Williams: SOues Ltrs largely a rearrangement of 
corporate structure within the private sector of the economy. 


Mr. Bentley: That is right. 
Mr. Chairman: Thank you very much, Mr. Bentley. 


The committee recessed at 12 noon. 
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